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AGRICULTURAL ACT OF 1982 



THURSDAY, DECEMBER 9, 1982 

U.S. Senate, 
Subcommittee on Agricultukal Pboduction, 
Marketing, and Stabilization of Prices op the 
Committee on Agriculture, Nutrition, and Forestry, 

Washington, D.C. 
The subcommittee met, pursuant to notice, at 9:12 a.m., in room 
5110, Dirksen Senate Office Buildii^, Hon. Thad Cochran (chair- 
man of the subcommittee) presiding. 

Present: Senators Cochran, Helms, Boschwitz, Huddleston, Zo- 
rinsky, and Dixon. 
Also present: Senators Dole, Pryor, Boren, and Heflin. 

STATEMENT OF HON. THAD COCHRAN, A U.S. SENATOR FROM 
MISSISSIPPI 

Senator Cochran. I would like to welcome eveiybody to this 
hearing we are having this morning on a proposal (or changes in 
our Nation's farm programs. 

As you all know, the American farm economy is in very serious 
trouble. Net farm income is at its lowest point in 50 years, and 
without some bold new initiatives, the outlook is bleak. 

A resolve to try to develop these initiatives and a consensus of 
support for them has brought us to this hearing today. Our farm 
economy is buried under a mound of surplus stocks, which has de- 
pressed prices to a level which makes it virtually impossible for 
anyone farming a major crop to make a profit. When farm income 
drops, farmers simply t^hten their belts to stay in business. They 
don t replace their old equipment, and they don't farm with their 
normeil intensive use of resources, such as fertilizer and chemicals. 
A reduced demand for farm input and services trainslates into re- 
duced output for plants and factories, and this means higher unem- 
plcyment 

Since agriculture is the Nation's largest industry, this combina- 
tion of lai^ crop surpluses and low prices has contributed signifi- 
cantly to the current national recession. If the depressed agricul- 
tural economy is allowed to persist, it will reduce the chances of an 
overall economic recovery. 

There are two basic reasons for the rapid increase in surplus 
stocks, as I see it. First, the demand for U.S. farm products is de- 
prrased, and there are several reasons for this: The strength of the 
U.S. dollar, which makes it more expensive for foreign purchaserB 
to pay for U.S. goods abroad; the worldwide recession, and finally 
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our market share has been eroded by subsidies and other trade 
practices that have been more aggressive than U.S. trade practices. 

Second, crop jdelds during the last 2 years particularly have been 
way above average, and tins has added to the surpluses that are 
now held by the Government and has complicated the problem. 

As a result, we have accimaulated surplus stocks of com, wheat, 
cotton, soybeans, and rice equivalent to the production on over 30 
million acres. It is clear that action has to be taken to reduce these 
surpluses and strenghten farm prices and incomes. 

I^t Friday, Senator Huddleston and I introduced a bill which 
we believe will move us in that direction. We are here today to 
review that proposal and others that may be presented the commit- 
tee, with an eye to putting into place a pri^am which will put ag- 
riculture truly on the road to recovery. 

Before we proceed with the witnesses who have been scheduled 
to appear, I will ask any of the other Senators if they have any 
opening statements or comments at this time. 

Senator Huddleston? 

STATEMENT OF HON. WALTER D. HUDDLESTON, A U.S. SENATOR 
FROM KENTUCKY 

Senator Huddleston. Thank you, Mr. Chairman. First, I want to 
commend you for convening these hearings and for the active ef- 
forts you have taken to try to develop some answer to the difilcult 
situation that American agriculture is now facing. 

U.S. farmers and ranchers are facing the worst economic condi- 
tions in half a century, and most every economic and financial in- 
dicator points to severe hardships on the farm. Net farm income is 
likely to decline again in 1983 despite the expectation of a lower 
rate of interest, and a decline in the rate of increase in farm pro- 
duction costs. 

Agriculture credit conditions in 1983 look bleak. Although lower 
interest rates can be expected, commercial lenders have indicated 
that almost 15 percent of the present borrowers will not quahiy for 
financii^ at the lower rates. Continued erosion in the value of 
farmland will place the security of $200 billion in farm debts in 
greater jeopardy. The value of farm exports is forecast to decline in 
fiscal 1983, and the volume could decline as well. 

Many observers expect that in 1983 the U.S.S.R. will take only 
the minimum tonnage from the United States required in the ex- 
tension of the long-term sales agreement. 

As implemented by the administration, current programs have 
not been effective in dealing with the severe downward slide in 
fzu'm prices and incomes. Our Nation's farmers cannot tolerate any 
further deterioration in the fsirm economy. Alresidy, many farmers 
are faced with foreclosure and bankruptcy. -■ 

Existing programs, if properly implemented, could do much to 
improve farm income and provide stimulus to the farm economy 
ravaged by low prices and weak export markets. The Secretary of 
Agriculture and the President should be using existing program 
authorities to aid in the recovery of the farm economy. It is clear 
tbat the administration heis failed to address the concerns of our 
Nation's farmers. I know from my discussions with fanners in Ken- 
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tucky that immediate action is needed to change the course of the 
administration's farm policy. 

Mr. Chairman, I share my farmers' belief that more can and 
should be done. I was pleased to join you in introducing S. 3074, the 
Agricultural Act of 1982. That bill calls for strenghtening price 
support loan rates along with a payment-in-kind diversion pro- 
gram, efforts to help strenghten export markets, and diversion pro- 
grams for the 1984 crops. I look forward to hearing from Secretary 
Block today. It is essential that we receive from hun a detailed ex- 
planation of his plan of action with respect to the Department of 
Agriculture's payment-in-kind proposal. 

Also, I hope he will be able to estimate for us the projected re- 
sults of the payment-in-kind program with respect to commodity 
prices, with respect to farm income. Government outlays, foreign 
trade, and surplus reduction, as well as comment on our bill. 

I also look forward to hearing the vie^ of ffirm representatives 
on the condition of the agricultural economy and their thoughts on 
the administration's proposal, as well as the concepts put forth in 
S. 3074, and other steps that could be taken to get U.S. agriculture 
on the road to recovery: 

Looking beyond this hearing, I intend to have my staff look at 
additional actions that may be taken to supplement steps outlined 
in S. 3074, and to explore the concept of making long-term commit- 
ments for use of our grain stocks to aid in overseas food assistance 
and development prc^rams. Such long-term commitments could 
help create both new overseas msu-kets and meet humanitarian 
food needs. 

I was disappointed to learn of the eiction taken by the conference 
committee on the 1983 Eigriculture appropriations bill in regard to 
the economic emergency loan program. The conferees accepted a 
proposal to provide only authority to issue loan guarsmtees. I am 
feetrful that such a guaremteed loan program will raise the hopes, 
but will not significantly assist the thousands of farmers in need of 
emei^ncy credit assistance. 

The administration has never fully implemented its guarantee 
loan pn^rams and in several cases has refused to operate loan 
guartmtee programs. Based on this sad track record for guaranteed 
loan programs, it may become necessary to consider further eiction 
to deal with the need to provide farmers with adequate operating 
credit. 

Mr. Chairman, I believe that it is most important that we in 
CoD^reaaf the administration and farm groups, commit ourselves to 
a jomt effort, beginning now, to develop a workable solution to the 
growing economic depression on our Nation's farms. 

This hearing will be a good first step in that effort. 

CURRENT SITUATION 

U.S. farmers and ranchers are facing the worst economic condi- 
tions in half a century. Almost every economic and financial indi- 
cator points to severe hardship for farmers unless additional action 
is taken to strengthen the fEU*m economy — either by the adminis- 
tration under existing law or through adt&tional l^islation. 
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Secretary Block summarized in a speech last month the trouble- 
some condition of American agriculture — farm prices are too low, 
production costs are too high, the farm debt load is too heavy, and 
net farm income is too low. 

Specifically, farmers face: A likely decline in net faxra income 
again in 1983, despite the expectation of a lower rate of increase of 
farm production costs and a forecast of some slight rise in cash re- 
ceipts to livestock producers. Very bleak agricultural credit condi- 
tions in 1983 — although lower interest rates can be expected, com- 
mercial lenders have indicated that almost 15 percent of present 
borrowers will not qualify for financing in 1983, at the lower rates. 

A continued erosion in the value of farmland that will place the 
security for $200 billion in farm debt in greater jeopardy. A possi- 
ble decline in the value of farm exports in fiscal year 1983, to as 
low as $37.5 billion — this drop follows the first such decliiie, in 
fisMil year 1982, since 1969. The prospect that, while ftirm export 
volume may increase slightly in fiscal year 1983, it will still be less 
after 2 consecutive years of decrease, than the fiscal year 1980 
volume of 163.5 million tons. 

Expectations by many observers that the U.S.S.R. will take only 
the minimum tonnage from the United States required in the ex- 
tension of the long-term sales eigreement While the Soviets are ex- 
pected to import some IT million tons of wheat in the 1982-83 mar- 
keting year, so far they have not purchased any wheat from the 
United States. At the same time, the Soviets have fdready booked 
about half of those projected imports— around 9 million tons — from 
other exporting countries. 

Further deterioration in the farm economy will cause many 
farmers to face foreclraure and bankruptcy. This deterioration 
cannot be allowed to occur. 

GOVEHNMENT MUST ACT 

Existing programs to expand demand and maneige supplies of 
farm products can do much to improve farm income and provide 
stimulus to the farm economy ravaged by low prices and weak 
export markets. The Secretary of Agriculture and the President 
should not hesitate to use existing program authorities to aid in 
the recovery of the farm economy. 

Further, it is increasingly apparent that Coi^ress must provide 
further direction and Eidditional authorities to supplement current 
efforts. 

Mr. Chairman, S. 3074, the bill that you and I introduced last 
week, can do much to reverse the trend toward disaster in the farm 
economy. S. 3074 wUl provide improved incentives for financially 
strapped farmers to participate in prc^rams to limit production 
and will establish programs to reduce burdensome existing stocks 
of grain. 

The bill provides for increases in the price support loan rates for 
wheat, feed grains, upland cotton and rice, an acreage reduction 
program for 1984, market development and export expansion pro- 
grams that use stocks owned by the Commodity Credit Corporation, 
expansion of the Public Law 480 program, and direct donations. 
The bill also includes spedilc authority for the Secretary of Agri- 
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culture to carry out a special payment-in-kind land conservation 
program for eadi of the 1983 through 1985 cropB. 

The provisions of S. 3047 will make the farm programs more re- 
sponsive to the critical needs of U.S. farmers. 

ADDITIONAL ACTIONS SHOULD BE CXJNSIDERBD 

There are further steps we can take to make use of our abundant 
agricultural production in both domestic and international mar- 
kets. 

We could commit our excess stocks of grain and foodstuffs to aid 
in domestic food assistance programs. I^ese programs can be ex- 
panded to mfike more food available to those, such as the unem- 
ployed, who are struggling to survive. 

In conjuction with such efforts, we could establish a progremi to 
convert existing supplies of basic commodities into higher v^ue 
processed commodities of more use for the programs. In addition to 
putting our agricultural abundance to a worthwhile humanitarian 
use, the conversion process generates additional jobs and stimu- 
lates other economic Eictivity. 

An effective progremi that encourages the production of alcohol 
fiiles will assist in reducii^ the carryover of grain while lessening 
our dependence on imported oil. A recent report issued by the Con- 
gressional Research Service found that if me administration had 
used all the authorities available to it in recent years, 664 million 
bushels of com could have been used to produce alcohol fuels. 

There are a number of ways in which we could expand foreign 
markets for our agricultural products. Much could be done to help 
American farmers recapture a major part of the Soviet market by 
establishing export delivery guarantees for sales to the Soviet 
Union grain sold under the long-term sales agreement. Farmers 
are concerned that the Soviet Union will not purchase American 
grain because delivery of sales above the minimum volume speci- 
fied in the current extension of the long-term agreement are not 
guaranteed. Extending a ^eirantee of delivery to all grain con- 
tracts will do much to eliminate this uncertainty. 

Also, it appears that circumstances are now conducive for a re- 
negotiation of the long-term grain sales agreement with the Soviet 
Union. The current 1-year extension, which expires September 30, 
1983, should be replaced with a multiyear agreement speciiying 
higher minimum shipments. In such renegotiation, the administra- 
tion should make every effort, within foreign policy limits, to re- 
capture a substantial part of the Soviet market 

Also, the President should include in his upcoming fiscal year 
1984 budget request a provision for funding the agricultural export 
credit revolving fund authorized in the 1981 farm bill, this credit 
program can do much to increase agricultural export sales by coun- 
tering persistent high interest rates and the increased strength of 
the dollar. 

I encourage the President to continue his effort to reduce duties 
and tariifs imposed by other nations and discourage other actions 
by foreign governments to restrict our exports. However, tobacco 
growers in my State would caution our Government to take care to 
ensure that selective trade actions as part of the effort not unduly 
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jeopardize our opportunities to sell agricultural commodities 
abroad; both now and in the future. 

We should consider increasing the minimum tonntige for the food 
security wheat reserve above the statutory limit established in the 
Food Security Wheat Reserve Act of 1980. The Secretary of Agri- 
culture could use wheat owned by the Commodity Credit Corpora- 
tion for this purpose without drawing on appropriated funds. 

By signiflcantly increasing this special reserve, we could enhance 
farm prices, as well as increeise our capability to meet emei^ency 
needs in countries throughout the world. 

Further, we should consider committing Govemmen1>owned 
stocks of other commodities, including processed products, to begin 
building a comprehensive food reserve similar to the wheat re- 
serve. 

However, the United States should not be holding all of the 
world's food reserves. We should be participating in an internation- 
al effort to use the abundance from good crop years to alleviate the 
hardships of any severe shortfall of food production. Therefore, the 
President should explore with members of the European Communi- 
ty, Canada, Australia, and other m^or agricultural producing na- 
tions the feasibility of establishing a jointly maintained interna- 
tional food reserve to be used for emergency food relief needs. " 

The inadequacy of storage and distribution systems in many 
countries represents a constraint to Eigricultural export sales Euid 
food-for-peace program shipments. Improvement of these conditions 
would benefit not only needy countries where such conditions pre- 
vent the storage of commodities to protect against shortages caused 
by disasters or crop failures, but could assist our farmers in devel- 
oping forei^ meirkets. We should consider making U.S. know-how 
and construction equipment available to other countries, through 
loans, to enable them to make these improvements. Such improve- 
ments will enable these coimtries to efficiently handle increased 
quemtities of U.S. agricultural shipments. Moreover, such improve- 
ments will enable these coimtries to import greater quantities of 
U.S. agricultural products in future years. And, by providing tools, 
equipment, industrial products, and related construction items, this 
assistance can generate additional jobs for American workers in 
nonfigricultural industries. 

CONCLUSION 

As implemented by the administration, current programs have 
not been effective in dealing with the severe downward slide in 
farm prices and income. I will work, during the coming months, for 
the development of programs that give family farmers a fair oppor- 
tunity to make the profit they need to stay in operation. A heeilthy 
agriculture is essential for spurring a recovery from the hard times 
our Nation is experiencing. 

Senator Cochran. Thank you. Senator Huddleston. Senator 
Heflin? 
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STATEMENT OF HON. HOWELL HEFLIN, A U.S. SENATOR FROM 
ALABAMA 

Senator Heflin. Mr. Chfiirman, our farmers today are perhaps 
in the worst condition that they have been in in many years. Addi- 
tionally, there are going to be some more immediate problems con- 
fronting the farmer in the coming year, particularly in regard to 
credit. There could be massive foreclosures in the agricultural com- 
munity unless we approach the problem with some leniency, and 
understanding, particularly in regard to payments of loans now 
outstanding. 

There are two items that I think on a long-range basis have to be 
considered if the farmer is going to be able to meet the demands of 
production in the future and is going to be able to do so in a profit- 
able manner. 

As I see the future, there Eu-e perhaps two alternatives: Greater 
markets or supply management. In the market area, there are, of 
course, the issues of exports and domestic consumption. We have 
had a number of factors that have occurred in recent yesirs which 
have ^ect«d, certainly, the export market, one being foreign 
policy, and somehow or other we have got to influence all adminis- 
trations, ttiat if they attempt to use farm products as a tool in for- 
eign policy, they can expect that a substantial decrease in the 
export market will occur. We now have from Russia only 17 per- 
cent of their grain market coming from American sources, whereas 
a short time ago it was 70 percent. 

On the other hand, we are now confronted by subsidies by a 
great number of governments, in particular the European govern- 
ments in their efforts to promote their exports of farm sal^. This 
is being done at the expense of American farm products. 

On a domestic level, we still, to me, have opportunities to in- 
crease the markets. There are such things as use of farm products 
to develop synthetic fuels to eliminate our dependency on foreign 
sources of oxl. We have not aggressively pursued this matter. We 
have, instead, had a change of policy. Perhaps the price of petro- 
leum has come down, but in the long range we sire going to contin- 
ue with the problem of dependency on foreign petroleum imports 
and the need to develop economical domestic alternatives. 

I think that whatever we do, we have to take into account the 
world markets, the effect of any curtailment, whether or not there 
will be domestic producers who would not come under a program 
who would increase or, on the other hand, foreign markets which 
would increase farm production. It is a delicate balance that calls 
for careful consideration by all parties concerned. 

American agriculture is now at a crossroads. We may see the 
complete destruction of the family farm, moving into tremendous, 
big, large farms or, on the other hand, we can develop a policy that 
can help America to provide the food and fiber and at the same 
time allow our farmers, p£u*ticularly the family farmer, to make a 
decent living. 

I think careful and studious consideration must be given to the 
short-range, temporary problems, but we must not lose s^ht of the 
long-range problems that are confronting American agriculture 
today. 
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Senator CIochran. Thanks very much, Senator. 

We had scheduled Secretary Block to be our first witness this 
morning, but he is at this time meeting with the President to dis- 
cuss the administration's response to the initiatives which are 
pending before this subcommittee, and finalizing a statement witii 
respect to administration intentions with the larm economy and 
farm problems. He will be here later this morning. 

To begin the hearings. Senator Mattingly of Georgia is here. We 
appreciate very much your attending thjs hearing and presenting 
the committee with suggestions and legislation that you have al- 
ready introduced in the Senate. 

We welcome you, 

STATEMENT OF HON. MACK MATTINGLY, A U.S. SENATOR FROM 
GEORGIA 

Senator Mattinoly. Thank you very much, Mr. Chairman. 

As you know, I introduced Senate bill 3049, the Poultry and Egg 
Export Enhancement Act of 1982 this past week. It was aimed at 
demonstrating to our trading partners who would undercut our 
markets in world trade of the determination and the will of the 
U.S. Senate to end or roll back their unfair export subsidies, unfair 
subsidies which have resulted in virtual deveistation of our domes- 
tic producers in these meirkets. 

Mr. Chairman, they expect our country to help provide for globed 
defense and stability, and yet many are totally unwilling to ac- 
knowledge the intemationm agreements and rules which prohibit 
the subsidization of one country's export products to the d&advan- 
tage of smother. 

Mr. Chairman, I must call to your attention the recent situation 
where increased subsidies on poultry by our trading partners 
caused one of your own Mississippi companies to lose a contract 
worth approximately $160 million in sales to a Mideastem nation. 
This type of occurrence is more the rule than the exception. Over 
and again, I have discovered that subsidies on the part of the Euro- 
pean Community and some South American countries have result- 
ed in the inability of our American producers to compete and sell 
in markets where they have long had access. 

Mr. Chairmem, there is no other single sarea of world trade in 
which the use of subsidies by the European Community and some 
South American nations can deprive the United States of its fair 
share of world markets which is more evident than in the area of 
poultry and egg product trading. 

This is why I have singled out this area for my first legislative 
effort, to help correct that problem. Poultry £md egg producers 
have been pursuing all their leg£il remedies through the GATT pro- 
test, £md the rules and regulations, by petitions, hearings, and 
meetings, and to no avail. On the other hand, our allies have used 
every tactic available to stall and render ineffective the legitimate 
claims of U.S. producers. 

Mr. ChairmEui, we cannot wait 1 single day, 1 single minute 
longer, to send the strongest possible signed to the European Com- 
munity and to the other countries of this world that the U.S. 
Senate is willing, ready, and able to forcibly take every necessary 
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action to assure our producers fair and equal treatment in world 
mfirkets. We must begin somewhere to get their attention. 

Senate bill 3049 is the ideal starting place, because it is targeted. 
Let me reiterate. I have no objection whatsoever to a fair and com- 
petitive foreign meirketplace. I do object to the unfair use of sutei- 
dies which have such n^ative impacts on our domestic producers 
and on our national balance of trade. 

Our trading peirtners are accustomed to hearing us complain, 
cajole, and threaten action, and then equally eiccustomed to the 
fact that we are totally unwilling to take any action to back up our 
complaints and threats. 

Mr. Chairman, I am convinced that we must leave no doubt 
whatsoever that this subcommittee, the Agriculture Committee of 
the U.S. Senate, and that this Congress bb a whole will not hesitate 
to take any and all measures necessary to assure our American 
producers a fair shake in the world markets. 

Mr. Chairman, the time for eiction, I feel, is now. I feel it is 
today. That is why I am appearing before you emd my other col- 
leagues on this matter at tlus busy time in our legislative schedule. 
I don't feel like we can really eifford to wait any longer. 

As I indicated, in the area of poultry and egg producer products, 
that is the most easily documented and proven of all areas of 
abuse. Let me briefly explain the aspects of my proposal for the 
subcommittee. 

As you know, my proposal would not dislocate any present mar- 
kets for current f£irm crops. It would simply utilize the CCX! stores 
of surplus com to eifford Americsm poultry and egg producers an 
opportunity to combat wrongful foreign export subsidies. 

Present law prohibits the Secretary of Agriculture from selling 
surplus com for less than the release price of 110 percent of the 
loEm, plus interest and expenses. Senate bill 3049 would give him 
l^al authority, and would allow him to make this feed available at 
a lesser price to a domestic producer for the express purpose of in- 
creasing export sales of poultry and egg products. 

This will not result in any additional cost to the U.S. taxpayer. 
As I pointed out, this com is already owned by the Government,' 
there is no ready market for it, and if we don't use it, it will simply 
sit in storage spoiling. Under my proposal, the Secretary would 
make it available at prices which will allow American producers to 
offer their products at a competitive price on the world market. 

At the same time, this program will allow the U.S. producers to 
provide enhanced job opportunities for unemployed workers. Most 
importantly, it is going to send a clefir and unmistakable signal to 
our trading partners that the U.S. Senate is capable of deziling on 
their own terms in order to assure fairness and equity in the world 
markets. 

Mr. Chairman, I thank you for giving me the opportunity to tes- 
tily. I think it should be up to us to take up the baton for fair 
trade. 

Thank you, Mr. Chairman. 

Senator Cochran. Thank you, Senator. I appreciate very much 
your contribution to the hearing and your being here as the leadoff 
witness. You have an interesting proposal, and it surely does de- 
serve the careful consideration of the committee and the Senate. 
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You point out how we are losing markets, particulsirly in the 
Middle East. I know our poultry industry in Mississippi has lost 
millions of dollars because of those markets being taken through 
more aggressive marketing practices by not only the European 
Community, but Brazil as well, and there may be other countries 
involved by now. But I know that our share of that market several 
years ago was about 95 percent and today it is less than 1 percent. 
That is a dramatic change, a turn of events, and it needs the atten- 
tion of this Government. 

Senator Mattingly. Just for our information, we all know that 
the European Community is currently subsidizing roughly $8 bil- 
lion a year in export subsidies. In 1982, this year, the EC poultry 
industry alone has subsidized over $100 million of export sales. 

Senator Cochran. Senator Huddleston? 

Senator Huddleston. Just one question. 

Senator, having attended the recent trade conference in Europe, 
would you indicate what kind of attitude you detected among the 
representatives of the other countries, and European Community 
countries, on this particular trade problem. Was there any indica- 
tion that they have a full appreciation of it, that they were willing 
to begin to consider modifying their own plans, or that they are 
taking into account the situation that the United States is faced 
with? 

Senator Mattingly. They had a full understanding of it certain- 
ly. Senator Huddleston. In fact, I think they appreciate their $8 bil- 
lion in subsidies, and I think when we came away from the confer- 
ence, they had no motivation whatsoever to stop subsidizing their 
agricultural exports. This was one of the main fedlures of the 
GATT ministerial meeting, unfortunately. 

Ab you know — I believe tomorrow — Secretary Schultz and Am- 
bassador Brock will be meeting once again with the European Com- 
munity in Brussels, trying to resolve some of these issues. I would 
hope that they would get somewhere, but I think, as I reported in 
my statement, that we will probably have to do something, and I 
think targeting such things £is poultry and egg producers may mo- 
tivate the EC to either eliminate or begin rolling back subsidies. 

Senator Huddleston. You think we need to get their attention, 
in other words. 

Senator Mattingly. That is for certain, I think if we read the 
declaration that was given by the EC, in addition to the declaration 
that was given by the ministerial conference, they were very ada- 
mant — the EC was — in saying they would not roll back their subsi- 
dy progremis. 

Senator Cochran. Senator Heflin? 

Senator Heflin. Senator Mattii^ly, somehow, I do not have a 
copy of your proposal. That is your bUl in regard to poultry. Would 
you give us a thumbnail sketch of what you propose to do, first in 
regard to the poultry and egg situation? 

Senator Mattingly. What this bill does is simply give the legal 
authority to the Department of Agriculture to be able to use the 
corn surpluses in CCC. That is what the bUl does. The Agriculture 
Department then would only dispense that com to those people for 
export, not for domestic products. 
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Senator Heflin. You would do it in export markets? The Secre- 
tary of Agriculture — what would he do relative to the feedgrain 
Burpluaes that would be beneficial to our domestic poultry indus- 
try? 

Senator Mattingly. The surpluses in export, or the surplus 
com? 

Well, what he will do, he will take the surplus com that is in the 
CCC and for those poultry and egg producers, he would release, 
under the rules and procedures that he would set up, the com to 
those people to help them compensate for the unfair subsidies so 
they can compete on an even basis with them. 

I^nator Hefun. That is all. Thank you. 

Senator Cochran. Thank you, Senator. 

Our next witness is Congressman Paul Findley of Illinois. We 
want to welcome you most sincerely to the hearing, Paul. You have 
long been regfU'ded as an expert in farm policy and farm legisla- 
tion, a leader in the House for many years in that area, and otiiers. 
We appreciate your taking the time to attend this hearing and to 
present the committee witii your views. Welcome. 

STATEMENT OF HON. PAUL FINDLEY, A REPRESENTATIVE IN 
CONGRESS FROM THE 20TH DISTRICT OF ILLINOIS 

Congressman Findley. Thank you, Mr. Chairman. 

This is my 22d year in the House of Representatives, most of 
which time has been on the Agriculture Committee, and looking 
around me, 1 see only Tom Abemathy, who was a legislator when 1 
first came, liiat shows the peissage of time. 

Mr. Chfiirman, you will not be surprised to know that 1 am just 
as opinionated as when you were a Member of the House of Repre- 
sentatives, and free with my advice. It is not the first time 1 have 
had the great privilege of being before this committee, but 1 expect 
it may well be the last, because this concludes my service in the 
House, at least for the time being. 

Senator Cochran. We are going to miss you, very much. I want 
you to know that, and 1 don't know how the House is going to be 
able to function as effectively in the farm legislative area without 
the contribution which you always have made to that process. 

Congressman Findley. 1 am not sure I have any wisdom or any 
good advice, but 1 have been here and 1 have seen a lot of events. I 
do have the experience, and what troubles me about the recom- 
mendations — some of the recommendations, now pending before 
thJB committee is that they are reminiscent of the programs of the 
past that actually have gotten us into trouble, and I would urge 
caution before this committee moves forward on any of these rec- 
ommendations. 

I think we will all agree we don't want to go the way of Europe, 
even though Europe is causing a lot of problems to the American 
farm economy. We don't want to get into competition with them on 
how large a subsidy we can impose as retaliation for the justifiable 
complaints we have about the protectionist policies of that commu- 
ni^. 

1 would hope that all of us could eigree that a foremost objective 
of agricultural policy would be to maintain the basic efficiency of 
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the producing plant we have in this country, which is the marvel of 
the world. 

I would also hope that we could agree — that we could agree 
also — that the primary problem today in the farm prices is the ex- 
istence of Government stockpiles of commodities. If these stockpiles 
did not exist, we would have every reason to expect profitable oper- 
ations in almost every aspect of American agriculture, and there- 
fore, I ^ink the primary objective of Federal policy should be to 
dispose of existing stockpiles. 

The last time the American farmer had profit was when the Gov- 
ernment effectively weis out of the commodity business, and I think 
that farmers will not enjoy profits until the Government is once 
more out of the commodity business. So, whatever we construct in 
the way of new legislation, we should keep in mind that the funda- 
mental objective is eliminating Government stocks, and that is why 
I am so pleased that the administration is interested at long last in 
a very decisive, aggressive payment-in-kind program as a means of 
reducing, if not eliminating Government stockpiles. 

I hope the Government will move swiftly and put the plan in 
motion in the next 2 weeks. It is my belief that it can be done with- 
out legislation. I think it would be a very serious mistftke for the 
Government to wait until the next Clongress has time to act. This 
legislation is needed, along the lines of the Eidministration's propos- 
al now before this committee. It must be done in this so-called 
lame-duck session. To wait until next Meirch or April would be to 
lose 1 year of effectiveness in bringing about a reduction in stock- 
piles. 

I note that the administration is asking section 2 of a bill that is 
now before the House Agriculture Committee, and I presume 
before this committee, for language which says that Emy land diver- 
sion payments-in-kind made by the Secretary shall not be sales for 
purposes of sections 110 and 407 of the Agriculture Act of 1981. 
Well, they are not sales for the purposes of sections 110 and 407, 
and th^ certainly should not be construed as payments for pur- 
poses of section 1101. I can claim some parentage of section 1101, 
which is a limitation on payments to individual farmers. It was 
never my thought that this limitation would apply to tmy payment- 
in-kind program. 

From that, I come to the conclusion that the administration 
could act today with an aggressive and effective payment-in-kind 
program, and I hope it will. We are in a farm crisis, largely made 
in Washington, and action by Washin^n is needed to clear away 
these Government stocks that inhibit prosperity for American 
farmers. 

My feeling also is that the country would rejoice if the adminis- 
tration womd act decisively, eliminate the problem, get thii^ 
going, and get these enormous stocks reduced. There m^ht be 
some concern on the part of legislators that the administration is 
moving without l^islative authority into a realm that really was 
not spelled out clearly in any legislation, but I axa sure that many 
thoughtful legislators would nevertheless applaud decisive, con- 
structive, a^ressive action by the administration. 

What is &e payment-in-kind principle? Simply put, it utilizes ex- 
isting Government holdings to compensate farmers for idling their 
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own acres. A farmer gets paid in Government-owned grain for 
agreeing to idle hie grain acres for the year, and it could apply to 
cotton as well, of course, or to the other commodities. No money 
chfmges hands. The farmer ia paid not in dollar value of grain, but 
in grain equivalent to the yield he would normally get. He would 
be paid in bushels or in tons. 

I have been recommending this type approach since I first came 
to Congress in 1961, and durii^ one of the last meetings of the 
House Agriculture Committee before the election, I urged adminis- 
tration officials to move swiftly with a large-scale payment-in-kind 
program. 

My own recommendation is that the Government contract to idle 
entire farming units, not just a percentage of each farm. A farmer 
who normally produces only wheat would shut down his entire 
wheat acreage for the year, putting it into uses that would main- 
tain or build soil value and minimize erosion. In exchange, he 
would get title to a specified number of bushels of Government- 
owned or Government-controlled wheat. He would get control of 
the wheat at harvest time, and at that time he would dispose of the 
wheat in his normal manner. The same would apply to producers 
of corn, soybeans, rice, or whatever. 

I urge the whole farm retirement for two main reasons. First of 
all, taking an entire operating unit out of production is the best 
way to reduce production. When only a percentage of the f£irm is 
taken out, the least productive acres edways go first. All of us know 
that. I know in my area where com and soybeEins are prominent, 
when we have an acresige-diversion pTOgram for com the hillsides, 
the creeks, go first. That is human nature. 

Now, there is also another disadvantage of the percentage reduc- 
tion in order to get a reduction in production, and that is that fer- 
tilizer is often heaped on the remaining acres, and this, too, re- 
duces the efi'ectiveness of the program. 

Second, the whole farm retirement approach is far easier to ad- 
minister. It involves fewer individual farmers and fewer adminis- 
trative details. Now, the Government, of course, would limit care- 
fully the number of farms and the number acres that would be 
idled in a particular township or county. Otherwise, t^e effect on 
supportii^ services, like fertilizer and equipment deEilers, could be 
devastating. 

I feel that the plan is a sound answer to the farm emergency 
that is now unfolding. It will reduce substantially existing surplus 
grain stocks that are now costing the taxpayers heavily to main- 
tain. It would get rid of a troublesome inventory that the Govern- 
ment now owns at great expense. It would reduce substantially the 
new production of the grains and other commodities, and would ac- 
complish these goals without the outlay of one additional budget 
dollar in a way puts burdensome grain stocks to work to bring 
about new adjustment in production. 

It permits the market system to function. It preserves the effi- 
ciency of the operating units that are still operating. Farmers who 
idle their lands could even play the futures market if they wish 
with the contract grain or other commodities that they might get 
as a result of this contract. 
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It gets farmers out of a very deep yawning chasm, and gets re- 
sults must faster than the costly programs now onstream. If the 
Government pushes this approach £i^ressively, it could end — I am 
convinced — it could end the surplus grains by this time next year. 
It would bolster farm prices, but do it in a way that is far better 
than price fixing through higher loan rates, or lugher target prices, 
and it would relieve the taxpayers of billions of dollars to handle 
excess commodity production. 

It is one of those rare Federal programs, also, that is self-termi- 
nating. Once the surplus stocks are gone, there is no basis for con- 
tinuing a payment-in-kind prc^am. 

As you know, Mr. Chairman, I am always free in thrusting my 
ideas on others, and I welcome this occasion emd opportunity today. 

Senator Cochran. Thank you very much, Congressman Findley. 
I think your statement is certainly one that reflects a great deal of 
thought and careful consideration of the problems that we face in 
agriculture. I certainly hope that either your suggestion or some 
modification of it which does result in eliminating these surplus 
stocks and giving the farmers a chance to make a profit on the 
farm is implemented, and as you point out, at an early date. 

I think, too, that if we wait until the next session of Congress 
begins in January before we develop a program, then it is going to 
be too late to have smy effect on the 1983 crop year. People are now 
beginning to acquire fertilizer, make plans, buy chemicals, and 
decide what they are going to do in terms of crop selection. Thus, 
the time to act is now. If we wait too much longer, then it is going 
to be too late to get any relief at all and the problems will be exac- 
erbated. 

How would you go about, I wonder, selecting which farmers are 
going to idle which farms. That, to me, would present a serious 
problem in the administration of that program. 

Congressman Findley. The most efficient approach from the 
standpoint of the Government and the taxpayer is on a bid basis. 
Give the opportunity to farmers to come in with a proposal under 
which they could idle their entire farming unit in exchange for x 
number of bushels of corn, or soybeems, or wheat, or cotton, or 
whatever, and then take the best bid, keeping in mind the impor- 
tance of not imposing undue hardship on any particular township 
or county. 

Senator Cochran. I wonder, too, about the problem that we 
might face if we take too many acres out of production. Would we 
encourage foreign producers and competitors to enlai^e their pro- 
duction to take up what they may perceive to be a slack in our pro- 
duction, and claim markets that have traditionally been U.S. mar- 
kets. Do we run the risk of losing markets by taking too many 
acres out of production? 

Congressman Finoley. I think the risk is pretty close to zero, but 
I do appreciate your concern, euid it is a concern that all of us 
ought to keep in mind as other legislative programs come forward. 

Price fixing of commodities in this country by legislative action 
has often in the past exported markets to other countries, and en- 
couraged Brazil and Argentina, for example, to expand soybean, 
com, and wheat production. 
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This prt^ram, because of its self-limiting feature, would come to 
an end once the surplus stocks are gone. It would have the effect of 
bolstering prices, but the bolster in prices would reflect free 
market conditions, not what Government thought was a fair and 
proper price level. ' 

lliere is really no price fixing in this proposal at all. It is a plan 
to permit the market system to function to the advantage of the 
consumer and the farmer as well. 

Senator Cochran. Senator Huddleston? 

Senator Huddleston. I, too, am glad that Mr. Findley has ap- 
peared here this morning, and that I have had the opportunity to 
work with him for part of his long tenure here in the Congress. His 
interest and work in trying to develop a workable mechanism for 
the agriculture community of this country, is not only known to 
me, but to everyone who has had the pleasure of workii^ vfiih 
him. 

Paul, just one question. The disposal of surplus crops is, I think, 
foremost now in everybody's mind as the most reasonable approach 
to the problem that we have. 

The Secretary has made some suggestion that has been rattling 
eiround the world export markets now that we mi^t dispose of 
targe amounts of our butter and other dfiiry products on the world 
market. Do you have any view of that as maybe a part of this pro- 
gram? 

Coi^ressman Findley. It is a dangerous game, but there, too, I 
can understand the motivation. I am aware of the enormous level 
of subsidies in the European Community and in some other coun- 
tries I am aware of the multitude and degree of protection that 
does keep our commodities from these markets, and we have to do 
something with the surplus stocks we have. 

I don't see any way we could have a very effective paymentrin- 
kind program for dairy cows. How could we put dairy cows out of 
milk production for just 1 year, for example? 

So it is a commodity with particular problems. As you perhaps 
know, I have some ideas about what we ought to do about the dairy 
program, but this, I take it, is an emergency plem that the Secre- 
tary has in mind, and I suspect and I hope that it is more for a 
bargainii^ position in trying to get barriers to trade down rather 
than a serious program that he intends to carry forward. 

All of us, I think, are firmly committed to the objective of reduc- 
ing barriers to trade, not creating new ones, and as the world's 
leading trading nation in farm commodities, we have, I think, an 
especially heavy burden to resist the temptation to be protectionist. 

By the way, I have to add that I understand that after November 
2, there was some rejoicing in tobaccoland because of the outcome 
of my contest, but I hope you will assure your friends down there 
that never on any occasion was I trying to eliminate the tobacco 
progreun. What I was trying to do was eliminate any level of subsi- 
dy mat the taxpayers might provide in that program. 

Senator Huddleston. I understand your position. So far we are 
surviving, and the fact that the cast of characters may change, we 
know we face the same problems. 

Senator Cochran. Senator Zorinsky? 
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Senator Zorinsky. I would like to thank Congressman Findley 
for a provocative and innovative view. I think it is necessary in 
these types of times when we have the financial problems in the 
E^ricultural sector that face us that we have people like yourself 
who come forward with new proposals and new ideas. 

The question I would like to ask, Paul, is, you are talkii^ about 
issuing warehouse receipts or grain receipts in lieu of a hard-cur- 
rency subsidy. Would the farmer then convert that either to feed 
or resell the grain? 

In other words, how would you get it out of the pipeline? As long 
as it sits there, psychologically it still creates a surplus in the 
market and keeps the prices depressed, unless you wait that 1-year 
cycle, then, to catch up with the lesser planting. 

Congressman Findley, Well, first of all, the contract would be 
for a given number of bushels, and not a dollar value. Under the 
contract, he would not take title to it until normfil harvest time. At 
that time, he would dispose of it in whatever way he wanted to. If 
he were a feeder, and Government stocks were nearby, he would 
probably actually take custody of the Government stocks. 

He might sell it and purchase stocks in the private sector closer 
to home, but he would be getting title to bushels or tons, and be 
able to use the ownership of that grain for whatever purpose he 
might want. 

He might decide to sell it on the futures market before he actuzil- 
ly can take possession of the title itself 

Senator Zorinsky. I see. Thank you. 

Senator Cochran. Senator Heflin? 

Senator Heflin. What problems do you forsee in a payment-in- 
kind provision internally within the farm? It seems to me we have 
many, many scenarios. What, for example, would be the situation 
as regards the landlord-tenant relationship? Is there a problem 
dealing with this in connection with the PIK program? Is there a 
need, we will just say, in the landlord-tenant situation to have de- 
tails in the legislation, or else can the Secretary of Agriculture deal 
with a problem such as that on an administative basis? That is one, 
just one, of perhaps many possible problems. Do you have any 
thoughts pertaining to that? 

Congressman Findley. Well, first of all, I think that the pay- 
ment-in-kind program needs to be a voluntary one. I would oppose 
any legislation which would force a fEirm to be retired, even a part 
of a farm to be retired. So it ought to be voluntary, and there could 
well be some landlord-tenant relationships which would make it to- 
tally out of the question for a particulEir operating unit to be under 
this program. 

But I am convinced from my knowledge of my home county in 
the Midwest that there are enough farming units which are operat- 
ed by the owner of the land, or operated under contract to permit 
the operator to take part in a 1-year program. 

I would also suggest that this be just a 1-year program, or at 
least a 1-year contract. I would hope the authority for this could 
extend for several years as a backup, as a safety measure, but I 
would not like to see farms idled for more than one season as the 
result of a single contract. 
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I don't question but what this would cause some dislocations, 
some problems, especially for suppliers of services to farmers. No 
question about it. 

But I think we have to decide what our objective in farm legisla- 
tion is, and my objective is to get profits bzick in agriculture, and I 
see the existence of Government stocks as the primary obstacle to 
the return to profits, and therefore I think that we ought to expect 
the Nation, and some particular parts of the Nation, to be willing 
to take some adjustment, some sacrifice, in order to get to that 
larger goal of getting Government out of the commodity business 
so profits cem return. It would depend upon the pace at which the 
administration would seek to eliminate surplus stocks. If they de- 
cided, for exemiple, to reduce the stocks by 25 percent of the annual 
production of the commodity, that would be a rather severe, 
wrenching adjustment. I would like to see the pace at least that 
heavy, though. I think we need to master this problem very quick- 
ly, take whatever pain is involved, and get to the desired goal of a 
market system in which Government stocks no longer inhibit profit 
to the farmers. 

Senator Hefun. I noticed you testified that you thoi^ht pay- 
ment-in-kind ought to come at harvest season. Could the paymentr 
in-kind then be put back into farm loans? 

Congressman Findley. I haven't thought about it, frankly, I sup- 
pose it could. The farmer, I think, should be entitled to make what- 
ever use of that acquired grean that he would desire to make. I 
would not want to tie his hands, so I don't see that that would be 
an impediment. 

Frankly, I Eun not enthusieistic about these gretin bank programs. 
I don't like to see programs that tend to get the Government into 
the grain business. 

I would like to see the programs changed, but I would not want 
to hamper the functioning of this program by tying the hands too 
tightly of those who cooperate. 

Senator Hgflin. Well, you say that you would eliminate the abil- 
ity to put the PIK into loans. What effect does this have relative to 
the farmers' decisions pertaining to futures? He receives a pay- 
mentrin-kind. We will say that he is not allowed to put it into 
loans. 

Congressman Findley. I would not deny him the right to put it 
into loans. I would like to leave that option, along with others, in 
his hands. 

Senator Heflin. Well, then, under the proposed provisions, the 
use of CCC-owned commodities are available for export, as I read 
the language of the proposal by the Secretary of Agriculture, on 
such terms and conditions as he deems appropriate. 

Are we then putting a situation of where the payment-in-kind 
sales axe put into competition with the CCC-owned commodity that 
are not in there. 

Congressman Findley. In all candor. Senator, section 5 of the ad- 
ministration proposal entitled "Use of CCC-Owned Commodities to 
Increase Exports," I don't think has direct relationship to the pa^- 
ment-in-kind proposal. I think it is a proposal to enlarge the flexi- 
bility of the Secretary in seeking additional foreign markets. 
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In fact, it may well fit into the bill that Mr. Mattingly has just 
presented to your committee, under which some Government- 
owned stocks could be used as bonuses or incentives to stimulate 
expansion of foreign markets. 

To my knowledge, it has no direct relationship to the payment- 
in-kind proposal. 

Senator Heflin. Can it become a form of competition? 

Congressman Findley. Sure, and I suspect that the Mattingly 
proposal would be found in violation of GATT. It would be substan- 
tially a two-price system 

Senator Hefun. I wasn't speaking about the Mattinglv proposal. 
I was speaking about section 5 of the administration s proposal 
where they could take commodities into the CCC and sell them for 
export on such terms and conditions as they determine appropri- 
ate, whether that forms a competition to the payment-in-kind sales 
that would be made. 

Congressman Findley. Those words are what Ev Dirksen used to 
call "rubber language." They are pretty loose, general, abstract 
terms, but what do terms and conditions amount to? Does that 
cover the price? Does that enable the administration to have a two- 
price system for export? 

I don't know. I think it is broad enough, probably, to do that, but 
I doubt if the administration would be seeking autnority for a two- 
price system, and I would hope that the terms and conditions 
would apply to the interest rates and repayment of the principal, 
rather them to price itself. 

Senator Cochran. Paul, thank you very much for being here and 
helping the committee. I have found your testimony to be very in- 
teresting and illuminating. 

I surely agree with you that there is room within current law to 
permit administrative action to help do something in a more eig- 
gressive way than is beii^ done now with these surplus stocks, and 
in helping explore those options, I think you have been quite help- 
ful. 

It will be interesting to see the reaction of the Secretary of Agri- 
culture when he appears before the subcommittee later this morn- 
ing to those suggestions. We will specifically ask him about them. 

Congressman Findley. May I add one brief comment? 

Senator Cochran. Sure. 

Congressman Findley. I understand the administration is some- 
what enamored of going part way on payment-in-kind, instead of 
going for entire farms as the main purpose of the program, to go 
for 50 percent of the farming unit. 

I hope they won't go that route for the reasons I have already 
stated. I wemt to also comment that the bill that you have very 
thoughtfully put together does have provisions for higher loan 
rates with the hope that this would reiise market prices, in other 
words make loan rates an instrument for price fixing, to use Isai- 
guage that I would choose. 

But it also has language in it to reduce production up to l&-per- 
cent retirement of acreage. I fear that it has built within the same 
contradictions that often appeeir in farm l^islation. 

The higher loan rates tend to push prices up, and land diversion 
intended to pull production the other way. I don't think pushing 
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and pulling at the same time, and I don't think that a 15-percent 
diversion has much chance of altering production. 

If you want to get an adjustment in production, you have to go a 
lot farther than 15 percent. 

Senator Cochran. Thank you very much, Paul. 

Senator Hefun. Let me ask you one other question. 

You say you think you ought to take whole farms, and it ought 
to be voluntary. I have observed that farmers in areas, and the 
third thing is not to have a disastrous effect on the supplier, the 
fertilizer salesman, the retail people that supply the elements of 
production in a crop. 

If you take all of an area out, whole farms, you want to do it 
where it is voluntary, you want to do it where it does not have a 
disastrous effect on the production suppliers of the crop. 

Do you not run into the potential, that is to locedized areas, 
where the farmers tend to follow two or three leaders, and then 
they all want to do the same thing, eind therefore you may have in 
a localized area, say in some section of Illinois, where they all want 
to do it. 

You run, then, into a situation of where there would have to be 
some limit on the number that was accepted. What type of criteria 
do you use as to selection to prevent a whole area from going into a 
payment-in-kind diversion program? 

Congressman Finhley. I would think the ASCS committees 
would receive instructions from the national office that a particu- 
lar county would be permitted to receive whole-farm land retire- 
ment only up to a certain number of acres, or a certain yield in 
bushels or tonnage. That would be the way to limit it. 

I would like to leave it 

Senator Hefun. But how do you select? Suppose you end up in 
your area that 80 percent of the farmers want to go into the PIK 
program. 

Congressman Findley. Take the best bids. I think it is best to 
handle it on a bid basis. 

Senator Heflin. A bid basis? 

Congressmen Findley. Invite bids from the operators of individu- 
al farms in which they would set forth the terms, in grain, or in 
cotton, or whatever, in exchange for which they would retire their 
entire producing unit that 1 year. 

I would like to leave aa much flexibility in the hands of the Sec- 
retary to administer this as possible, but I am sure he would be 
very careful not to take out an entire county, for example. That 
would be most unfortunate. 

I am mindful of the problems of small business firms in country 
areas, farm implement dealers, fertilizer, seed, and all that. But I 
have found from talking with them that they are willing to take an 
additional period of strain if they have the assurance that some- 
thing better is at the end of the year. 

As it is now, they see nothing but mounting troubles. 

This payment-in-kind program carries a real promise of getting 
the farmers out of the difficulties they are in. 

Senator Hefun. Thank you. 

Senator Cochran. Thank you again, Paul, for being with us this 
morning. 
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Next, we are having a panel consiBting of Gary Myers, president 
of the National Council of Farmer Cooperatives; Robert Frederick, 
legislative director, the National Grange; Bruce Hawley, assistant 
director of the National Farmers Union; Paul Saci, legislative eis- 
sistant. National Farmers Union; and David Senter, national direc- 
tor, American Agriculture Movement. 

We welcome each of you here, and thank you for being here to 
present your thoughts or suggestions to this subcommittee. I think 
what we will do is, we have copies of statements which you have 
prepared for our consideration, for which we thank you very much. 
We will make those statements a part of the record and we will 
have questions for you. 

We will ask you to make whatever summary comments or abbre- 
viated oral statement that you would like at this point. 

Let's start with Gary Myers. 

STATEMENT OF GARY MYERS, PRESIDENT, NATIONAL COUNCIL 
OF FARMER COOPERATIVES 

Mr. Myers. Thank you, Mr. Chairman.* 

Many of the general farm oi^anizations, as well as commodity 
groups today will address the costs and benefits of the proposed 
PIK program, and in order to avoid duplication, I would like to 
focus on the export situation. 

In fiscal year 1982, the gross veilue of U.S. agriculture exports de- 
clined from $43.5 to $39 billion. This represented the first year-to- 
year decline in U.S. agriculture exports since 1969. USDA is cur- 
rently projecting a further decline in fiscal year 1983 to $37 billion. 

Mr. Chairman, there are a number of reasons for this projected 
decline in both volume and value of U.S. agriculture exports. No. 1 
is the worldwide recession. No. 2 is the strength of the U.S. dollar. 
No. 3 is the creditworthiness of our U.S. customers, and No. 4 is 
the increased use of export subsidies by the European Community. 

The dramatic growth in the European Community's agriculture 
exports has been closely correlated with an increase in their fund- 
ing for export subsidies. 

In fact, in 1976, the European Community exported $12 billion of 
agricultural products, while spending $2 bUlion on export refunds. 
In 1982, the European Community exported $40 billion, while 
spending between $7 to $8 billion on export refunds. 

Given this dramatic cherage in the export picture, the national 
council urges the Congress to adopt a strong export proposal which 
will reestablish the United States in the world agriculture market- 
place. 

The council firmly believes that the administration will continue 
to be unsuccessful in negotiations with the European Community 
on the issue of export subsidies until it implements an export pro- 
gram with some real teeth in it. 

The National Council's Blue Ribbon Export Committee on Trade 
met this week to formulate just such a program. Our committee's 
program, which is entitled ' The Market Enhancement Progremi," 
would operate as follows: 

■ See p. 102 for the prepared statemeDt of Mr. Myers. 
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USDA would eBtablish an export tai^t by commodity for each 
importing country. Once the importing country reached its export 
target, the CCC would begin to grant bonus certificates to the im- 
porters for each $1 of product they purchased above the export 
target. 

Bonus certificates would be used to purchase any commodity 
which is: (1) currently in NCCC inventory; (2) covered by Federal 
marketing orders and has a reserve pool; and (3) determined by the 
Secretary of Agriculture to be losing its share of market due to use 
of export subsidies. 

The value of the bonus certificates would be set by the Secretary 
for each commodity and in each market where the program ap- 
plies. 

The Secretary would have the authority to offer dairy products 
as a part of any sale through the market-enhancement program. 
The Secretary would be given the authority to administer a similar 
program under titles I and III of the Public Law 480 program. 

In closing, the national council stronglv urges the support of title 
m of Senators Cochran and Huddleston s bill which gives the Sec- 
retary basic authority to implement the market«nhancement pro- 
gram. 

We would encourE^e the committee to include language giving 
the Secretary authority to include non-CCC-owned commodities 
under this program, including those under marketing orders and 
some other value-added commodities. 

In addition, Mr. Chairman, I would like to submit as a matter of 
record a copy of a resolution recently passed by our Blue Ribbon 
Export Committee on Trade which concerns dairy product exports.* 
The resolution strongly urges the Secretary to use his existing au- 
thority to export CC&owned dairy products. 

Thank you. 

Senator Cochran. Thank you. Thank you veiy much, Gary. 

Robert Frederick, legislative director ot the National Grange. 

STATEMENT OF ROBERT FREDERICK, LEGISLATIVE DIRECTOR, 
NATIONAL GRANGE 

Mr. Frederick. Thank you, Mr. Chairman. I would appreciate it 
if my whole statement would be part of the record, and I will start, 
perhaps, in the middle of page 2.^ 

I welcome the bill that you and Senator Huddleston introduced 
that addresses loan rates. However, when we look at the surplus 
stocks we have on hand and the effect that an increase in loan 
rates may have on prices, would come at a time when increased 
loan rates could increase the cost of getting land out of production 
via the PIK program, or whether it is a cash-payment program, be- 
cause it increases the production value of that acre and it just costs 
more to get that land out of production. 

Therefore, this may not be the best time to increeise loan rates, 
as much as my organization has been a supporter of increased loan 
rates. We also endorse the concept of using CCC stocks to enhance 
fore^ markets. As it was su^ested by the Senator this morning, 

■ See p. 104 for a reprint of the 
' See p. lOS for the prepared st 
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these commodities should be used For long-rai^e market develop- 
ment in foreign countries, to enhance commercial sales at a later 
date. 

I guess our caution is that we hate to see CCC in any way get 
involved in a disfKtsal program for CCC stocks. Perhaps this can be 
best handled where possible through the private enterprise side of 
the grain trade or through the hands of farmers. 

I guess we are a little bit reluctant to see Government get in- 
volved in disposition of commodities. 

Then, directly to the payment-in-kind program; we have only had 
one opportunity of sitting down with the Secretary and his staff to 
discuss the PIK program; therefore, we really don't know what we 
are talking about in total. From the smaXl information we have 
gathered, we would not like to make recommendations, but just 
some observations, Mr. Chairman. 

The payment-in-kind progrtun should not replace or be an alter- 
native to present set-aside and paid diversion programs as £m- 
nounced for 1983. It should be an addition to the present program 
at the option of the farmer, for diverting land in addition to the 
announced pri^rams. 

Two, farmers should not be asked to accept lower loan levels or 
reduction in or a freeze of target prices in exchange for an un- 
known quantity. 

Three, the payment ratio of the payment-in-kind should be be- 
tween 40 percent and 65 percent of proven yield on land diverted, 
with higher paj^ments for land already planted in winter wheat. 

Four, to protect the business community in rured areas, no more 
than 60 percent, and that is not a magic number, of the tillable 
acres in any one farm should be diverted under the RAP and the 
PIK program. 

In this regard, 1 was interested in the discussion you had with 
Congressman Findley on placing whole farms in the PIK program. 
This was done, I think, in the late 1950's and it was on a bid basis, 
and that was the only program they had for diversion, and none of 
the bids were accepted, so there was no diversion. That was a pilot 
program, as I understand it, in some counties in some States. 

We would suggest that the PIK program, give consideration to 
placing the whole farm or the whole base in the program, but it 
should be done in connection with the present program of RAP, 
which is based on a certain percentage of the crop base, and leave 
it at the farmer's option if he wishes to place in the whole farm. 

'There are some problems with using the bid to remove land from 
production. One problem is the fact that the bid may be too h^h. 
The second is that it pits farmer against farmer in a community, 
and one farmer is accepted and another is not, and it does not de- 
velop the best community relations. Farmers charge favoritism, 
and so forth, so I think it has to be handled with discretion. 

"To minimize the effect on market prices, the payments in kind 
should not be made until after the 1983 harvest and then spread 
over a 5-month period, or a like time to provide for orderly market- 
ing so it won't all end up on the market at once 

I think the farmer, in making his planning, should be given the 
option, as Congressman Findley said, of placing the payment in 
kind back under loan, but certainly not back into the reserve. This 
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would give him an idea of what his payment is goii^ to amount to 
in dollars, and help him in his financial planning with his bank 
and his financial institutions. 

Sixth, the payments-in-kind should not be included under the 
$50,000 payment limitation provision. 

Seventh, the total amount of land diverted under the pr<^am 
should be determined by the Secretary, taking into account the 
amount of CCC stocks, the number of acres diverted under the 
RAP and the estimated disappearance of the crop during the ensu- 
ing year, so we have some idea that we are not going to short a 
crop too much in any one year. 

E^hth, the farm should have the option of taking back grain 
stored under the regular loan pri^ram, the farmer-owned grain re- 
serve or payment in kind from CCC-owned grain. 

Ninth, adequate measures must be taken to protect the interest 
of tenants and sharecroppers. 

That pretty much, Mr. Chairman, summarizes the observations 
of the National Grange regarding PIK. I would be glad to respond 
to any questions. 

Senator Cochran. Thank you very much, Mr. Frederick. 

Bruce Hawley, assistant director, Washington office, American 
Farm Bureau Federation. Bruce? 

STATEMENT OF BRUCE HAWLEY, ASSISTANT DIRECTOR, 
WASHINGTON OFFICE, AMERICAN FARM BUREAU FEDERATION 

Mr. Hawley. Thank you. Senator. I request my statement also 
be submitted and included in the record,* 

The current farm income situation is a complex, and often baf- 
fling problem. It is a condition that demands sound economic an- 
swers and not political maneuvers. 

Historically, Secretaries of Agriculture have attempted to use 
farm programis in an effort to find solutions to the net farm income 
depressions. Usually, such efforts fail. Loan rates have been used 
as marketing tools, target prices as income-protection mechanisms 
and, more recently, the farmer-owned grain reserve has attempted 
to store our way to prosperity. 

None of these programs has succeeded in stabilizing agricultural 
markets or prices. Rather, these basic tools have served to isolate 
meu-ket signals from the agricultural production sector and have 
resulted in continued overproduction of basic commodities. 

We would like to offer several specific recommendations based on 
the policy of our voting del^at«6 and the recent action of the 
AFBF board of directors. These recommendations are as follows: 

No. 1, we would recommend implementation of what we call the 
"freeze and fix" prt^am, a program intended to freeze all targets 
and loans at the current level to avoid the very problem that Mr. 
Findley spoke to of creating conflicting signals in the marketplace. 
The increase in loans obviously does benefit from the standpoint of 
cash flow situations, but also creates an incentive at a time when 
overproduction is part of our problem. 

> Sm p. 108 for the prepared atatement of Mr. Hawley. 
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Second, we would recommend a prohibition of entry of any com- 
modity into the farmer-owned grain reserve prior to that commod- 
ity being put into the nonrecourse loan program for the full 9 
months' duration. 

There have been efforts in recent times to move commodities di- 
rectly into farmer-held reserves to cause a more permanent disap- 
pearamce from the marketplace on a short-term basis, and that is a 
major cause of the buildup in farmer-held reserve stocks that we 
have at this time. 

Third, establish a producer-option release level for the farmer- 
owned grain reserve. These price triggers could be lower than the 
current release levels, and serve as prices at which the producer 
could move grain without penalty, or have the option of leaving the 
grain in the reserve and continue to collect storage payments. 

Any mechanism that will expedite the movement of grain out of 
the farmer-held reserve in an orderly fashion will eliminate the 
cloud over the market that we currently are faced with. 

Fourth, we would recommend repeal of the current authority of 
the Secretary of Agriculture to implement a 50-percent assessment 
under the dairy program, and call for substitution of a program 
which we have been advocating before Congress since the begin- 
ning of the debate on the 1981 farm bill, tjring the support levels 
for dairy to the CCC levels of purchases. 

Under that program, when the CCC levels are high, as they are 
now, the dairy price support would be diminished. The support 
price would be allowed to incrementally rise as CCC purchases fell 
to a reasonable level. 

Fifth, we would encourEige implementation to the fullest extent 
possible of all pri^rams available to assist in and to promote the 
export of U.S. agricultural commodities and value-added products. 
In that context. Senator, we would specifically be supportive of the 
provisions included in the Cochran-Huddleston bill offering a pay- 
ment-in-kind concept with relation to agricultural exports. 

We would suggest that it might be beneficial to broaden that con- 
cept out of just the Public law 480 area, and make it applicable to a 
broader range of agricultural exports. Public Law 480 is reasonably 
narrow in its scope and reasonably limited in the commodities it is 
able to move because of its funding limitations. 

At this time, we would also like to focus our comments on the 
talks about the payment-in-kind program that is being discussed. 
Let me preface my comments by saying that we have not seen de- 
tails of the final program, so we are still dealing with concepts, and 
we are not able to be as specific as we would like to be. 

We have participated in a number of meetings with administra- 
tion officials and have encouraged further analysis and considera- 
tion of the idea. 

We would raise some questions that we would hope would be con- 
sidered as the program is fleshed out. Some have already been 
mentioned. 

What percentage of the land would be utilized for acreage reduc- 
tion purposes? Would there be a minimum or maximum percentage 
on a per farm basis. Would farmers be allowed to reduce their 
entire crop acreage for production in exchange for compensation? 
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How will paymeot-in-kind pay a producer who farms in different 
regions of the country from Uiat in which the commodity is stored? 

If warehouse receipts are to be utilized as an exchange medium, 
does one then assume that they constitute legal title to the com- 
modity, and we raise that somewhat in the context of the ware- 
house bankruptcy issue which has been pending before the Con- 
gress for some time. 

Under the bankrupcty laws, warehouse receipts have not been 
viewed as a whole and clear l^al title to the commodity. 

Any payment-in-kind pTograni that is implemented must in our 
opinion have an adequate economic incentive for the producer to 
participate. The final determination on a farmer's participation in 
this pr<^ain will be made when the fanner sits down with pencil 
in hand and f^res out whether it makes economic sense on his 
farm, and the program must be designed with adequate incentives 
to cause that kind of farmer participation. 

In conclusion, I guess the one other point that we would empha- 
size is that we encourage Congress to continue to focus on the dis- 
ease as well as the symptoms of the problems, and by the disease 
we are referring to the impact on eigriculture, the impact on the 
value of the dollar, the impact on our standing in the world com- 
munity as a tradii^ partner, associated with our continued lai^e 
Federal deficits, with high inflation and interest rates, and resul- 
tant problems that we have had for a number of years. 

We continue to believe that moving toward a balanced bu^et 
and reduced Federal spending, reduced Federal intrusion into agri- 
culture and other s^ments of the economy has got to be an impoi^ 
tant long-term factor in the recovery of the agricultural sector of 
our country and the rest of the country as well. 

Senator Cochran. Thank you very much. 

Next, Paul Sacia, l^islative assistent, the Nationeil Farmers 
Union. 

STATEMENT OF PAUL R. SACIA, ASSISTANT DIRECTOR, 
LEGISLATIVE SERVICES, NATIONAL FARMERS UNION 

Mr. Sacia. Thank you, Mr. Chairman. 

Time is runnii^ out for many of America's farmers. Therefore, 
we are grateful ttiat you are providing this forum so that con- 
cerned interests can discuss in a creative and nonpartisan way ex- 
actly which farm policies should be pursued in the immediate 
future. 

We believe your bill is an excellent vehicle for focused discussion. 
In the area of supply management, we believe that acreage reduc- 
tion for 1984 of a minimum of 15 percent, with one-half consisting 
of paid diversion, is fundeimentally sound, but we would encourage 
an expansion of that to 20 percent and 10 percent respectively. 

In regard to authorizing the Secretary of Agriculture to imple- 
ment a payment-in-kind program, we must suspend judgment on 
the merits of this proposal until we can get a detailed explanation 
of how it will work. "There are a number of questions that must be 
answered before we are willing to embrace as untested a prt^am 
as this at such a dangerous stage in American agricultural history. 
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Chiefly, and I will just allude to the most important questions that 
we do have: 

First of all, will the transfer of stocks from an "insulated from 
market" reserve system to the market, which will have a price de- 

Eiressing effect, be compensated for by Increased support loan 
evels? 

From the reports we receive, the administration has the opposite 
in mind. Therefore, the cashflow that is desperately needed is not 
achieved and the Farmers Union would opix>se the program from 
the start. Conversely the increase in loan levels embodied in S. 
3074 move in the r^nt direction, although very modestly. 

Second, will the pa3Tnent-in-kind occur at the time of harvest? 
Unloading the stocks before the harvest season would unnecessar- 
ily depress market prices and, again, would be unacceptable to us. 

Third, will measures be taken to assure that compliers receive a 
higher price for their grain than noncompliers? If the market re- 
sponds positively from a lowering of stocks, noncompliers — those 
who choose to continue to produce — obviously are benefiting Irom a 
free ride. The compiler must be rewarded. 

Fourth, will acreage diversion limits be set at a level which is ad- 
ministratively feasible as well as fair to all farmers and geographic 
r^ons? 

Allowing 100 percent diversion will unneedfully complicate de- 
terminations upon who may and who may not participate in the 
prc^am. A lower diversion limit would allow all who wished to 
participate and would eliminate administrative nightmares such as 
a participant selection lottery. 

Fifth, will payment limitation be applied? In some regions unlim- 
ited payments from the Federal Government for not planting a 
crop will result in speculative purchases of marginal cropland, fur- 
ther adding to a serious topsoil erosion problem. We suggest that 
an operation not benefit by more than the equivalent of $50,000 in 
stocks. 

As we now read the law, we do not believe that $50,000 limit can 
be circumvented. 

Finally, recognizing that the 1982 acreage reduction program 
fetiled to win substantial participation because incentives were 
lacking, it is important that the incentives in a PIK arrai^ement 
be attractive enough to result in widespread national participation 
suificient to assure a meaningful reduction in total crop output. 

That ties to the next section, which is on floor loan rates for 1983 
to 1985. We believe the levels set, as mentioned earlier, are on the 
low side in response to application to a payment-in-kind program. 

We would also encourage an appreciable rise in target levels for 
the mentioned commodities. We would like to emphasize our con- 
viction that the Ioeui rates must be set high enough not only to at- 
tract participants, but to ensure adequate cash flow in an already 
depressed market. 

Finally, we believe that the key phrase for the demand expan- 
sion portion of this legislation can be found in section 1209A, which 
allows for CCC stocks to be made available in order to "enable 
United States exporters to be competitive in price with the export- 
ers of other nations." We can only interpret this as being a license 
to meet subsidy with subsidy. 
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While the Nationsil Farmers Union is deeply disturbed over the 
growing trend toward protectioniBm abroad, we do not feel that it 
is fitting for the United States to join in adopting beggar-thy-neigh- 
bor policies. Trade wars may escalate in the same manner as mili- 
tary conflicts. 

The agricultural sector would certainly be tai^geted here, and we 
are in no position right now to take further negative repercussions 
in any sense. 

By adopting this policy approach, we are tossing down the gaunt- 
let and inviting retaliation. This reaction may come in an indirect 
fashion, by prompting competitors to subsidize their commodities 
even more heavily, thus bidding world market prices ever lower 
and lower. We doubt whether this or any administration stands 
prepared to approve the billions of dollars necessary to conduct 
such an auction. 

The response could also have an even more direct for if the EEC 
or Japan — our two largest customers for farm products — were to 
initiate drastic restrictions on the importation of American agricul- 
tural commodities. If they then sought ailtemative suppliers, we 
might find that we had become a residual source of food, just as we 
now are with the Soviet Union. 

Other provisions of this title would use surplus stocks to help 
combat world hunger through Public Law 480 and other donation 
programs. We applaud this effort as long as it is not simply an- 
other means of sending a threatening message abroad. 

We also hope that report language will instruct the appropriate 
Government agencies to continue to carry out Public Law 480 and 
donations in a manner that will respond to hunger and malnutri- 
tion without hampering any existing development prc^ams. The 
availability of substantial quantities of foodstuffs on concessiontil 
terms may have the unintended effect of disrupting the developit^ 
agricultural sectors of recipient countries. 

Thank you very kindly. 

Senator Cochran. Thank you very much for your testimony.. 

David Senter, national director, American Agriculture Move- 
ment. 

STATEMENT OF DAVID SENTER, AMERICAN AGRICULTURE 
MOVEMENT, INC. 

Mr. Senter. Thank you, Mr. Chairman. ^ 

We appreciate the opportunity to appear before this committee 
today. We want to thank the chairman for seeii^ the need to 
pursue this matter now, instead of waiting until the regular session 
next year, because of the urgent need and the crisis to get this in 
place and catch as much of the 1983 crop as we can, and start 
brii^ing supply management into place. 

We read with relief your proposal that it had modest increases in 
the loan rate. We will urge substantial increases in that, but we 
had been told by Department people and the administration that 
they would urge doing away with target prices and lower loan 

' See p. 1 14 for the prepsrod Btnlement of Mr. Senter. 
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rates, and we are very opposed to taking that approach at a time 
when farmers and farm prices are very bad off. 

There are several questions with "in-kind payments" that cannot 
be ignored. The amount of grain dumped onto the already de- 
pressied markets: The farmers are having severe cash-flow prob- 
lems, and the only way to create cash flow is by selling the in-kind 
product. Where will the commodity be located? What will the stor- 
age cost be? Can the producer leave the product in place for a 
period of time, or will he have to take immediate delivery on it? Is 
this a move to stop paid diversion or target prices? All tliese ques- 
tions must be answered to fully understand the proposal. We are 
awaiting details as the program is worked out. 

USDA can do most anything with implementing a program that 
is adopted. It can be successful and productive for iarmers, or it 
can be destructive if implemented in the wrong way, and I think 
this committee and Congress have to be very careful in drafting 
changes to insure that tiie intent of Congress is carried out, and 
that there is as little discretion as possible in the drafting find the 
final legislation that comes from Congress. 

One thing for certain is that we have to have supply manage- 
ment. If supply management policy had been in place since the 
Russian grain embargo, we would not be facing the terrible prob* 
lems we have today. The American Agriculture Movement sup- 
ports mandatory supply management programs. 

I am going to m^e some recommendations for changes and ad- 
justments in the proposed legislation. 

We would support a 25-percent minimum set-aside for all com- 
modities for the 1984 crop. 

The paid diversion and predeficiency payments should continue 
as in the existing program, with the only in-ldnd payment on any 
additioned set-aside over and above the minimum. 

Increase the loan rate to terget price levels on all commodities. 
By doing this, you would lessen the direct payments that are made 
under the target prices, you would take pressure off the budget, 
you would move a lot of these costs into recoverable positions 
through the loan program, and it would floor the markets at a 
much more realistic position than it is now. 

SoybeEms must be added to the provisions of this bill, because we 
have serious problems in the soybean sector as well as, across the 
board, in all commodities, and it must be added. 

One thing that has been ignored on loan rates more so than 
target prices in recent legislation is ratios. I would like to touch on 
those just for a minute. If you use the $2.75 a bushel loan rate on 
com and use the industry accepted ratios for commodities, the loan 
rate should be $6.87 for soybeans, 68 cents for cotton and $4.12 on 
wheat, and $5.50 a bushel on rice, and that would be the ratios that 
are widely accepted to keep balance among commodities and not 
get them out of balance so you would have terriiflc shifts between 
commodities Emd regions. 

We do not feel that U.S. grain should be given away to foreign 
customers. It is bad enough te sell grain below the cost of produc- 
tion, but to give it away what we produce would be an insult to 
America's producers. The only exception would be that if direct for- 
eign aid moneys be redirected to purchase agricultural commod- 
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ities and be shipped to these receivit^ countries instead of direct 
moneys. We would wholeheartedly support that approach. 

Next, I would like to throw out an idea that I have not heard 
mentioned to this point, an idea that we would like this committee 
to look at and develop some more discussion on, and that would be 
BB an additional offering made available from the Department for 
the "no plant" provision of the "in-kind" payment to be made 
available to borrowers that are unable to get additional flnancing 
for the 1983 crop. 

Several things would happen if these farmers were able to have 
the "no plEint" for the 1983 crop. They would not have to borrow 
any additional money. They woiUd not be payit^ any new interest. 
This would prevent much equipment from being forced onto the 
auction block and further depressing equipment prices. 

It would keep land off the auction block to maintfun our land 
values to keep our financing ability strong. It would be a big help 
to the Farmers Home Administration, struggling to maintain ite 
borrowers. It should also be available to PCA's, Federal land bank, 
and private lenders, because the additional land idled would draw 
down on stocks further and would lead to higher prices, and there- 
fore for the 1984 crop many of these family formers will be able to 
refinance their operations because the in-kind payment would meet 
land and equipment payments for 1983, and they could maintain 
their farm in operation. 

So we would appreciate it if you would take a look at that ver- 
sion of it so we could develop some further discussion on it. 

Thank you. 

Senator Cochran. Thank you very much, Mr. Senter. I can't 
help but otoerve the divergence of viewpoints that is reflected in 
the statements we have just had. To some, the loan rates that are 
recommended in the l^islation that Senator Huddleston and I 
have introduced are too high. For others, they are thought to be 
too low. The bonus in-kind payments to purcheisers who purchase 
at last year's levels are applauded by some and opposed by some. 

This is the kind of exercise that I think is very important for us 
to go through to be sure that we have an opportunity to consider 
very carefully the observations that are reflected in statements as 
divergent as those which we have heard. 

It was interesting to me, too, to hear suggested that we broaden 
the commodities that would be included in this bonus payment 
plan beyond the five major crops which are identified in the bill, I 
think Mr. Myers made that suE^estion, and Mr. Hawley as well in 
your statements, that commodities covered by marketing orders be 
included in the bonus plan. 

How would we identify, I wonder, and I will ask each of you this 
question, those commodities that should be included? Should we 
identify by commodity, by name, in the legislation, or simply pro- 
vide authority to the Secretary to select those that seem to be in 
surplus at that time, and would there be any way to define the 
level of surplus which would qualify a commodity covered by a 
marketii^ order to be one that would be subject to a bonus plan? 

Mr. Myebs. Mr. Chairman, in our proposal we have suggested 
two alternatives in addition to the CCC-owned products. 
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Coming from Illinois, where on our farm we grow only com and 
soybeans, we do often forget about the other crops grown around 
the country. 

One of the proposals we have put into our program is where 
under a Federal marketing order a reserve pool has been estab- 
lished making those excess products available for the market en- 
hancement program. Another option is to give the Secretary the 
authority to include those commodities under the program which 
have lost a large portion of their markets due to the EC's use of 
export subsidies. 

Poultry has been mentioned often, where, in the Middle Eastern 
market we have gone from a market share of 25 to 30 percent 
down to 1 percent. The president of our blue ribbon trade commit- 
tee, William Gaston of Gold Kist, has stated many times that we 
need to take a hard look at implementing programs to offset this 
unfair competition. 

Mr. Hawley. We would not suggest going into the reserve pool 
on commodities that are covered by marketing agreements. Our 
intent in having it broadened was only to broaden it to the extent 
that it included dairy, and we bring dairy in because there is an 
obvious and direct linkage between dairy and the wheat and feed- 
grains markets. 

Obviously, other livestock industries are also related. But the 
bulk of the reserve pool commodity that is currently under reserve 
conditions is a temporary pool that is a rotating stock within a spe- 
cific commodity area, and is not related directly on an exchange 
basis with any of the other major commodities. That is a very spe- 
cific kind of problem, and it is outside of the parameters of the con- 
cept that we are discussing here. 

Senator Cochran. In your statement, Mr. Frederick's talk about 
what we agree is the loain rate dilemma, that is, the loan rates, 
while we admit are not high enough to give farmers the cash they 
really need to operate at a profit, they may he too high for the 
commodities to clear the market, leadmg to the accumulation of 
more surpluses which aggravate the problem and further depresses 
prices. 

Our proposal in the bill we have introduced seeks to strike a bal- 
ance in this dilemma, increasing cash opportunities for farmers, 
which Mr. Senter suggested is desperately needed at this point, and 
then coupling that with the bonus plan to move those commodities 
by reducing or averaging down the price that foreign purchasers 
would pay once they qualify for the bonus certificate. 

What do you think about this approach, Mr. Frederick, to resolv- 
ing the loan rate dilemma? 

Mr. Frederick. Well, I don't know, Mr. Chairman, that we are 
ever going to solve it. I guess I have to pinch myself to see if I am 
sitting here asking that loan rates not be increased. 

But it seems in a time that we are trying to buy out, and that is 
what we are doing, whether it is cash or whether it is payments in 
kind, we are trying to buy out production. It seems like we are 
working at cross purposes if we increase loan rates to make that 
buyout more costly. 

Your bill suggests a modest increase, and that certainly does not 
disturb us, and we certainly would not want to see them decreased. 
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but we are sui^esting that this is the wrong time to work at cross 
purposes if we want to reduce stocks. I don't know how the export 
bonus relates to loan rates. 

It seems that we are working at cross purposes by trying to buy 
out land and at the same time enhance the value of that produc- 
tive capacity of the land by increasing the loan rate. Whether it is 
increased cash payments, or whether it is increased payments in 
kind, it is going to take more to buy out land that grows crops that 
has the loan rate increased considerably. 

But this is a modest increase, and certainly needed. The prepaid 
deficiency payments and the prepaid diversion payments are an at- 
tempt to help address the cash-flow problem. I don't know if we aie 
ever going to solve the loan-rate dilemma. First, don't reduce them 
Emd, second, let's be careful about how high we raise them. 

Senator Cochran. Senator Heflin? 

Senator Hefun. This is quite a distinguished panel here. 

I have known farm problems for many years. In attempting to 
analyze the present dilemma in agriculture, we have to look at sev- 
eral factors, such as, depressed commodity prices. What is the 
cause of depressed commodity prices in the United States? Not 
enough markets and overproduction, I suppose. 

In trying to cure this problem, it seems that the approach by the 
Department of Agriculture, by the Secretsiry, is going to reduce 
surpluses of various farm products. 

Now, you reduce surpluses by getting rid of them, or you control 
production in the years to come. 

We have to look at present policies and programs in light of 
where we are today. If we are going to say that the markets are 
not going to be available in the next 2 or 3 years and if we contin- 
ue with unchecked production, then it is a matter of trying to de- 
velop a program of less production and getting rid of the surpluses. 

Now, that means to divert, to take out of production, acres so as 
to reduce the surpluses that we have. If you take it out over a long 
period of time, maybe not too long, your production is low, and 
therefore your surpluses begin to be sold. 

Now, the method by which we accomplish this is, I suppose, to 
which we are directed today, and basically I see in the administra- 
tion's payment-in-kind as possibly opposed to a cash payment. Cash 
payments have fiscal problems to date, and public relations prob- 
lems must be considered in connection with such payments. 

But in analyzing it, what is going to be the effect on the contem- 
porary problem that is facing the farmer relative to his credit situ- 
ation? I don't claim to know any of the answers, but I suppose I am 
getting down to a situation that must be dealt with. What are the 
Ul effects of the payment-in-kind program as opposed to a cash pay- 
ment program for diversion? 

Now, a cash payment plan for tliversion would be a slower proc- 
ess. You would cut production, and the surpluses would be disposed 
of, supposedly, in accordance with the market price. 

A payment-in-kind program, what are its advantages and what 
are its ills relative to our present situation? Is there a danger that 
through a payment-in-kind pr(^am, you flood the market. Csm the 
farmer stand it? 
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There are a number of different problemB relative to this matter. 
You have the surpluses that you are getting rid of, and at the same 
time this alack may be picked up by other domestic producers, or 
foreign producers? I am just wondering if there is another problem 
dealii^ with the payment-in-kind program, and that is that the 
payment that goes to the farmer would be a variable payment. It 
has no certainty. 

Relative to this matter of variable prices, it can be affected by 
other producers, it can be affected by a flooding of the market with 
surplus products. There is no floor price. 

Let me ask you whether another possibility, and I am not advo- 
cating it, is whether a mixture of cash payment and payment in 
kind, whether there are problems relative to this approzich, par- 
ticularly the credit problem of the farmer today, and your state- 
ment that he can pay off his loan. That may or may not be true. 

Really, I suppose I am trying to evaluate surpluses and overpro- 
duction. How is the best way to approach it for the benefit of Uie 
public and the benefit of the farmer? 

I think this is a sort of an issue that we have to come down to, 
namely, as to whether or not cash payments or payments in kind 
or a mixture, are advisable in an evaluation of ills and advantages 
on both sides. 

Well, I will ask this question: Is it a serious danger that if you 
have a worldwide good crop year next year that the payment-in- 
kind program will, in effect, depress market prices and faced with 
the credit problems that the farmers have today, the PIK pn^am 
may be disasterous for a fairly large percentage of farmers over the 
next couple of years. 

Mr. Hawley. I think you have rather succinctly put your finger 
on a number of critical issues here. What you say has much merit. 

If the payment-in-kind program is properly operated, we envision 
it causing more production to be foregone, than will commodities 
out of storage be released. That is, for a thousand bushels of pro- 
duction that is not undertaken, there may be only 500 or 600 bush- 
els of commodities in storage released to the market. 

So the total market impact of the payment-in-kind program 
should cause a diminution of the quantity of product on the market 
rather than an increase. 

We do not anticipate adverse market movement in that context. 
The advantage of the system, if it can be made to work properly, is 
that it will cause both a reduction in total plantii^ for the season, 
and a reduction in the amount of commodity in storage. 

One way to simplify the prc^am a bit, may be to restrict eligibil- 
ity for participation in the program to those farmers who currently 
have grain under the farmer-held reserve program. This would get 
to some of the commodity transfer concerns that have been ex- 
pressed by ourselves and by other panel members here. 

If a farmer on his farm already has a commodity in the program, 
USDA would simply transfer title of that grain back to the farmer 
in exchange for an agreement not to produce some percentage of 
the farm. So they may be able to work with the grain that is al- 
ready on his place, Emd not require warehouse grain or grain in an- 
other part of the country to be involved. 
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Mr. Frederick. I think I would just add, Senator, that that is 
why perhaps the payment-in-kind program should be announced so 
that it could come back under loan, because that would place a 
value on it and the value would not vary quite as much. If the 
farmer knew that commodity he was going to receive in payment- 
in-kind was eligible for a regular loan, he would know the value 
placed on it and know what amount of dollars he has to work with. 

Senator Heflin. If the price of the commodity goes below the 
lotin price 

Mr. Frederick. He would put it back under loan in that case. 

Mr. Hawlev. If the market price goes below the loan, he would 
go back under loan, right. 

Senator Heflin. He would be putting in the loan, and you would 
not be getting rid of your surplus. 

Mr. Hawley. Senator, in order for that situation to occur, we 
have to have another good year worldwide, and therefore a bad 
year domestically, if vou will. If the production levels are of such 
magnitude on a worldwide basis that the price once again falls 
below our loan level, we have a serious problem virtually without 
regard to the kind of program in place, whether it is a PIK pro- 
gram, or a limited-production program, or any other program, 

Mr. Senter. Senator, one thing that I would like to comment on. 
We feel like that looking at the free stocks that are available to 
keep the pipeline full and for sale now, with the PIK program 
coming into effect, it may delay an increase in the market, because 
with free stocks between now and harvest, the price has got to in- 
crease and start bringing some grain out of reserve because of the 
amount that has gone under loan in reserve that is tied up to keep 
the pipeline full and to meet the commitment for demand. 

And this is why we felt like that the cash flow problems of the 
farmer are so important early on, to have a blend and maintain 
the paid diversion and deficiency payments and other things so 
that he can have his cash flow during this period it takes for the 
drawdown on stocks where you start getting a recovery and an in- 
crease in commodity process across the board. 

Senator Heflin. What is going to be the effect from the view- 
point of credit? Now, you thoi^ht it would be an advantage to you 
for credit in your testimony. There are certain things that farmers 
Eire going to have to do regardless that are going to be costwise to 
him. 

Mr. Senter. Yes. 

Senator Heflin. Even if he takes his land out of service. Do you 
think there is a need for a tie-in, for some type of a moratorium on 
an individual basis? 

Mr. Senter. Yes, sir, I would. 

Senator Heflin. How are you going to figure his ability to repay? 
If it is a moratorium based upon an individual evaluation, that is? 

Mr. Senter. The suggestion to look at was referencing the people 
that are going to be trying to borrow production money for the 
1983 crop, ana there are many, many that are going to be unable 
to qualify for any additional production money for the 1983 crop. 

Well, then, the lenders are in a position, the private lenders will 
be bumping them out to FmHA, and they are not in a position to 
pick up any borrowers. 



D,oilizB<:byGOO<^le 



34 

And Farmers Home has a lot of people that they are going to 
have to force to Hquidate, foreclose on during the 1983 crop year, 
and we felt like that if they had access, these borrowers that could 
not get production money, to the no-plant side of it, well, then, 
they in fact could put their farm on a moratorium for a year, and 
the in-kind payment would be cash flow significant to meet their 
needs for that year, and that with recovering commodity prices, 
then they could very well refinance their operation for the follow- 
ing year, and we see no other way that this group of borrowers and 
family farmers can survive. 

Senator Heflin. This is to Mr. Senter. Do you feet that the Sec- 
retary of Agriculture should give first priority to Farmers Home 
Administration borrowers as regards participation in the payment- 
in-kind program? If so, why? 

Mr. Senter. No, I would not say to have priorty access or any- 
thing. We were just indicating that, as an additional offer, that 
these people should be considered into the entire base, the no- 
plant, if that progr£im was put in place, that they should be consid- 
ered to be participants in that program as well, but not any kind of 
only access farm or priority, just that they should be considered in 
the program as well. 

Senator Heplin. I believe that is all. Thank you. 

Senator Cochran. Thank you very much, Senator. 

Thank you all for being here and helping us with your testimo- 
ny. We appreciate it very much. Thank you. 

Next, we will hear from witnesses who will make up a panel that 
includes Wayne Nelson, president of the National Association of 
Wheat Growers; Veryl Bailey, vice president, legislative affairs. 
National Corn Growers Association; Ralph Weeras, first vice presi- 
dent, American Soybean Association; and B. F. Smith, Delta Coun- 
cil, Stone ville. Miss. 

We welcome each of you to the subcommittee hearing. We appre- 
ciate your being here, and look forward to having the benefit of 
your thoughts and observations about the alternatives that we are 
considering here to get farming back on the profit side of the 
ledger. 

1 think we will start, if we may, with Wayne Nelson. Let me say 
that we do have statements, and we will include those in their en- 
tirety in the record, and ask you to make whatever summary com- 
ments you choose at this point. 

STATEMENT OF WAYNE NELSON, PRESIDENT. NATIONAL 
ASSOCIATION OF WHEAT GROWERS 

Mr. Nelson. Thank you, Mr. Chairman and members of the sub- 
committee. 

It is certainly a pleasure for the National Association of Wheat 
Growers to present its views. 

I am a wheat farmer from Winner, S.D., and I certainly am look- 
ing forward to the day when we have profit back in wheat farmii^, 
too, very much so. 

Mr. Chairman, bloated wheat supplies will threaten price recov- 
ery for at least two seasons if current progrzuns continue un- 
changed. 
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World demand for wheat has fallen sharply behind production, 
and global consumption is expected to remain sluggish during 1983 
and beyond. Last year, real economic growth worldwide reached 
only 3 percent, compared to average growth rates of 4 to 5 percent 
in the 1970's when U.S. exports grew rapidly. 

Contributing to the poor performance of U.S. exports has been 
the 20-percent increase in the value of the dollar over the past 2 
years. This exchange-rate diiTerential has resulted in a 65-percent 
increase in the price of U.S. wheat for foreign buyers during the 12 
months ending November 1. As an ironic consequence, the price of 
wheat to the U.S. farmer has dropped by about 10 percent from a 
year ago. 

We will not see siny improvement in the U.S. wheat situation 
until our level of excess stocks is reduced. Stocks have grown by 65 
percent in the last 3 years, and it is evident that they will exceed 
the record level of 1961 when the current marketing season ends 
next May 31. At that time, nearly 45 percent of all world wheat 
stocks will be concentrated in the United States. These conditions 
call for strong steps to increase export sales on the demand side of 
the equation, and to reduce excess stocks on the supply side. 

S. 3074, which has been introduced by Senators Cochran and 
Huddleston, contains a number of important changes in domestic 
farm prt^ams, and it offers several innovative mechanisms for in- 
creasing U.S. farm exports in both commercial and concessional 
markets. 

The bill would, among other things, require a minimum 1984 
acreage cutback program for wheat of 15 percent, and it would 
direct that one-half of the acreage reduction be implemented 
through a paid diversion program with a payment rate of no less 
than $3 per bushel. The measure would also increase the minimum 
loan rate for the 1983-85 crops to $3.80 per bushel. 

In expanding demand, the bill would authorize the Commodity 
Credit Corporation to use its inventories as "bonus stocks" for the 
purpose of expanding sales and meeting subsidy competition in 
commercial markets. Similarly, it would authorize the use of CCC 
stocks to expand Public Law 480, titles I and III sales, but it would 
provide the strict assurance that CCC commodities could only be 
used in addition to exports fmanced under regular agricultural ap- 
propriations. 

We were pleased to have the opportunity last month to meet 
with Secretary Block, his advisers and other interested farm lead- 
ers regarding the proposed payment in kind, or PIK, program. PIK 
is an innovative idea, and farmers have shown considerable inter- 
est in how it might work. A version of this program is also includ- 
ed in S. 3074. 

As we understand it, the PIK program is designed to reduce the 
supply of Government-financed commodities held by farmers by 
using this grain as currency to buy out additional land diversion. 
We also understand that an absolute halt on any future increase in 
target price levels is an integral feature of the Agriculture Depart- 
ment's new plan. 

Frankly, we feel that there is simply not enough known about 
the PIK program to judge it fairly. Moreover, it would be a mistake 
to modify or enlarge the Secretary of Agriculture's authorities 
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before first knowing the detailed design of the PIK pn^ram and 
the results it will produce for farmers. 

If the program is to impact farmers favorably, there should be no 
concern over the level of future target prices. Alternatively, if the 
plan will not improve prices, then I can tell you that farmers will 
have a critical need for the safety net protection provided by the 
tai^et price in 1984-85. 

We have previously urged the Agriculture Department to offer 
farmers an option to participate in an additional 5 percent paid di- 
version which is already in place. In addition, we have ui^ed the 
USDA to seek $500 million in supplemental funding for the Public 
Law 480 program, as a means of assisting developing nations which 
are being battered by the recession and reducii^ excess grain in- 
ventories in the United States. 

We have further asked President Ref^an to lift the sanction 
against the negotiation of a long-term grain agreement with the 
Soviet Union. The Soviets have completed six supply agreements 
with competing exporting nations since our 1980 sales embargo, 
and there are indications that talks are underway to conclude a 
seventh agreement with the Australians. The U.S.S.R. is the 
world's largest grain market, and our farm economy will continue 
to suffer as long as our trade and foreign policy discourage Soviet 
purchases. 

I m^ht add that in the last year, we haven't sold one bushel of 
wheat to the U.S.S.R. That points out the importance of this new 
agreement. 

Again, I want to express our appreciation for the opportunity to 
present the wheat growers' views to you today. I will be pleased to 
respond to your questions at the proper time. 

Senator Cochran. Thank you very much, Mr. Nelson. 

We will now hear from Veryl Bailey, vice president, legislative 
affairs, National Com Growers Association. 

STATEMENT OF VERYL BAILEY, VICE PRESIDENT, LEGISLATIVE 
AFFAIRS, NATIONAL CORN GROWERS ASSOCIATION 

Mr. Bailey. Thtmk you, Mr. Chairman, and Senators. 

I would just like to say that I am a full-time farmer, and my 
income in the next few years is going to be dramatically impacted 
by what comes out in the next few weeks right here. I am very con- 
cerned, as are the com farmers that I represent. 

I would like to now, if I could, take one step backward and try to 
analyze why we are where we are. It is my opinion that there are 
too many reasons for the problems of commodities here in the 
United States, and one is reduced buying power here at home and 
abroad. 

The second is political intervention in the free find open market 
system. 

So this gives us a basic framework of where we are, and brings 
us down to what can we do today short term and what can we do 
long term to improve the situation. 

Short term, with what is on the books in a farm program for the 
coarse grain industry. The 10 and 10 pn^am, when you work 
through the figures for the coming crop season and it is not enough 
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to impact supply and demand to move enough off free stocks to do 
very much for farm net income. 

On this basis, we do indeed support a supplementeil farm pro- 
gremi on a one-shot deal, a 1-year pr<^am here. 

With t^is, taking a look at PIK, I concur with Wayne here. 
There is resilly not enough known that is available to us in advance 
to make a whole lot of meaningful comments, but based on the in- 
formation that we do have, No. 1, we do approve of the basic phi- 
losophy over and above the basic set-aside and paid diversion. 

Now, you ask, why am I specific in that area. Well, part of the 
basic farm program of set-asides and paid diversions works into its 
fabric the reserve. The reserve as a concept was started out, and, I 
hope, continued, it is a protection for ah of society. It is a food 
buffer in the event of worldwide shortages, and so forth, and I 
think — rightly so — all of society should help, Eind it should not be 
just on agriculture's shoulders to bear the cost of the reserve. 

So the PIK, if it were backed in, if you will, and in future years 
used to pick up all of the costs, if you will, of the farm program, 
very likely it could throw all the costs of the farm program back on 
the shoulders of agriculture, and even the portion of the food 
sum>ly buffer that the reserve provides. 

The other points that I might mention concerning the informa- 
tion of all the farms, half the farms, portions of farms, and so on, I 
think we have got Euiother problem here. The PK was tried in the 
early 1960'8, and it was pretty much labeled from our perspective 
as a failure. So the PIK, when it comes out tmd hits the country, it 
has psycholt^cal problems it has to overcome to begin with. It hM 
a historical problem. 

The other is the philosophical concept of literally sitting out a 
year that the farmer has, and I am addressing the 100-percent con- 
cept. For the man reaching retirement or the tenant, that has pos- 
sibilities, but for the young farmer, psychologically, and even eco- 
nomically, it has some problems if you pull it down to the bottom 
line. 

So I think we should support half of the farm, 35 percent, I don't 
care. Some flexibility in there. 

The payment rate: It is believed that the payment rate will be a 
portion of the yield base in the paid-in-kind program. When you 
work down through the figures, you have got to remember that the 
loan s^tem, the 10 and 10 set-aside, is actually bidding against the 
PIK, and the only wa^ that you can keep the paid in kind, the set- 
aside paid diversion from bidding against the PIK and forcing you 
to raise the yield haae percentage that is required would be to 
slUov/ it back into loan, because that removes the risk of the price 
of the grain turned back. 

The big disadvantage is that agriculture will be labeled double 
dippers from here on, because the word would go out, "I got a loan 
payment on my crop in 1982. I got it back for not producing in 
1983, and then I put it back in the reserve and had the Govern- 
ment pay for it again." I think that is the hazard of allowing it 
back into loan that must be guarded against and must be weighed 
very carefully. 

Ine payment time, and most of the discussion has been around 
harvest tune. That appears quite logical, because that is when the 
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grain would be available again. There are a couple of things that 
are a hazard here, though, and one is that when the participation 
rate came out, the trade would actually know that size of the har- 
vest, and that known amount would go into the market a lot earli- 
er than a growing crop because there is a hazard as to what the 
size of that crop is. 

Maybe we should consider a split in the release of that, for two 
reeisons. One, to allow that quantity of grain to move into the 
market more gradually, and the second is that we can use the 
early release £is an additional enticement to the participant. 

I am not fully convinced that the framework that I have seen so 
far really brings enough enticement to bring participation in, so 
m^be a sign up time of partieil releetse ought to be considered. 

The loan rate. What should we do? Well, a lot of people have ad- 
dressed the issue here as concerning what does the loan rate do as 
far as flooring world price, what does it do with enticing and bid- 
ding up the resources in agriculture, and so forth. 

Basically, we in the com industry, the Corn Growers Association, 
feel that now is not the time to make very much change in loan 
rates. It is a time when we probably need to go steady as we are, 
EUid not try and cause too many ripples in the economic sector be- 
cause of changes in ^e loan rate. 

I have got some brief comments on compliance, technical things 
that probably are more related to the Secretary of Agriculture. Let 
me move on, then, and mention — oh, one other comment. That is, 
as a farmer, I need this program as soon as possible. Com doesn't 
go in the spring. If I were Wayne, I would be jumping up and 
down — a lot of that wheat is already in, and those guys have to 
decide what to do with it — but the com industry needs it also. 

Long range, we need to be producing for a market, not for the 
Government. We must maintain our efficiency in agriculture. The 
minute we step in and start diverting land, we are no different 
than an automobile factory that has a plant idle. Our overall effi- 
ciency is diminished. The strength of l^e U.S. economy is dimin- 
ished. That, quickly, is the domestic side. 

I would just like to make one comment. The PIK as the informa- 
tion comes to me is really supply side only, and with al\ the partici- 
pation figures and so forth that I have seen may not do it in 1 year 
m the com industry. So we must work on the demfind side. 

Your bill, I think, pertains to increased access in export markets. 
Let me just say one thing. I think we have got to be innovative 
here, but let's not violate all the rules of free world trade. 

On the long haul, if we abandon the concept and the belief and 
the theory of relative economics, if we go toward protectionism, the 
entire world will lose. We are at a point right now of diminished 
world buying power, and everything, where we could go toward a 
world depression if we go toward protectionism, nationalism, and 
everything. 

Let's be innovative in finding our access into these world mar- 
kets, and let's not violate all the rales, and let's get our world trad- 
ing partners to the bargaining table. 

If it takes a game plan — I wonder if a couple of billion dollars 
could effectively tie up the $8 or $12 billion the Europeans are put- 
ting into that. This is a battle of the treasuries here, not a battle of 
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agriculture. I think that with a game plan from this end, we would 
effectively tie up the $12 billion and force the European taxpayers 
to squeal, and then we will get them to the bai^aining table. 

I think I will stop, and yield to questions at ^e appropriate time. 

Senator Cochran. Thank you very much. 

Now, we hear from Ralph Weems, first vice president, American 
Soybean Association. 

STATEMENT OF RALPH WEEMS, JR., FIRST VICE PRESIDENT, 
AMERICAN SOYBEAN ASSOCIATION 

Mr. Weems. Thank you, Mr. Chairman. 

I appreciate this opportunity to express ASA's views on the sev- 
eral farm program alternative presently being considered for the 
current year and for the future. 

Certainly, there is no questioning the fact that American agricul- 
ture is in the midst of an economic crisis exceeded in this century 
only by the period during the Great Depression. Farm-gate prices 
for all commodities, including soybeans, are disastrously low and 
farm debts are at a record high. With few exceptions there is little 
profit to be made in the present climate producing of any of the 
basic commodities. 

American soybean producers need help to recover from the cur- 
rent farm price depression, and I will detail our requests a little 
later in my statement. 

But before considering the possible solutions to current low 
prices, we of the American Soybean Association urge the Congress 
to take a close look at the supply-demand relationships for the four 
major field crops as well as the results that have been achieved 
under the programs available for each crop. We believe that analy- 
sis clearly demonstrates the correctness of the market-oriented 
policies advocated by the soybean producers. 

USDA is currently projecting the August 31, 1983 soybean car- 
ryover at 450 million bushels, only about 22 percent of total U.S. 
soybean utilization during the last marketing year. On the ottief 
hand, the projected end of marketing year carryouts of com, 
wheat, and cotton, expressed as a percentage of total utilization in 
their last marketing year, are 50.2 percent, 55,7 percent, and 63,5 
percent respectively. It is true that the projected soybe^m carryout 
is significantly larger than historical levels, but it still represents 
only an 80-day supply. Thus, soybeans are in a much better supply- 
demand situation than corn, wheat, and cotton. 

The prices currently available for the four major field crops, un- 
fortunately, are relatively the same, and do not reflect the superior 
carryover position of soybeans. The average price received by farm- 
ers during the last marketing year, expressed as a percentage of 
the current parity level are 48,6 percent for com, 50.3 percent for 
wheat, 46 percent for cotton, and 47.1 percent for soybeans: Thus, 
while soybeans are in no better price position than the other three 
crot^, they certainly are in no worse position. All are at very low 
levels. 

Thus, today soybeans suce in a much better supply-demand situa- 
tion than of our Mends seated at this table, and in no worse posi- 
tion with respect to price. Yet, soybeans have achieved their cur- 
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rent Bituation largely without the costly prc^ams available to the 
other three commodities. There is only a market-oriented soybean 
loan currently available to soybean producers. We have no target 
price, reserve program, set-aside, or paid diversion. There are no 
producer storage payments made on soybeans. With the exception 
of only about 7 million bushels of soybeans acquired under the loan 
program in recent months, the Government owns no soybean 
stocks. 

At present, gross Federal outlays under the soybean loan pro- 
gram total only about $900 nsillion, most of which will likely be 
repaid as the loans come due later this year. Except for the $38 
million worth of soybeans purchased last year under the soybean 
loan program, there has not been a significant net Federal cost in 
supporting soybean prices since 1973. There has never been a soy- 
bean deficiency payment, set-aside, or diversion program. Of the 
four major field crops, soybeans stand out as the one which has 
benefited least from the Federal Treasury. 

In light of the above facts, the Americ^^n Soybean Association op- 
p(»es Einy change in the current soybean program. We are painful- 
ly aware of the low prices currently being paid for soybeans and it 
would be easy to demand the same programs ofiered to com, 
wheat, and cotton. Yet, we believe the facts speak against opting 
for a change in our basic market-oriented philosophy. If a high 
loan, target price, reserve, and set-Eiside are so desirable, then why 
are the other three major sectors suffering low prices and carrying 
over in excess one-half year's surplus? 

Clearly, we believe the soybean sector is best served by minimiz- 
ing Federal involvement in the supply side of the equation and ex- 
panding efforts to increase worldwide demand of our production. 
Instead of offering the almost $2 billion net storage subsidies avail- 
able to wheat and corn producers in the form of zero-interest re- 
serve loans and reserve storage payments, we believe the Govern- 
ment can best serve our industry by expanding export credits and 
other demand enhancement initiatives aimed at seeing that our 
surpluses are consumed abroad rather than stored at home. 

Instead of providing incentives to soybean farmers not to grow 
soybeans, we favor offering our buyers here and abroad incentives 
to buy and use more of our crop. We know that some may disagree 
with ASA's market-oriented approach for the soybezui industry. 
Nevertheless, we believe the facts clearly point out the reality that 
market-oriented programs have best served our industry. Soybeans 
continue to be America's largest cash crop and this year its largest 
export sector. 

This year, we will export more soybeans and soybean products 
than we grew in 1968. Soybean acreage has more thsin doubled 
since 1965. This growth has come about through increasing world 
demand, not through Federal price support programs. We see no 
reason to change courae now and opt for the expensive Federal pro- 
grams which have helped to bring about the surpluses now burden- 
ing wheat, com, and cotton producers. 

ASA does believe there are several actions the Government can 
take to brii^ about an increase in soybean profitability. First, we 
support full capitalization of the CCC export credit revolving fund. 
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Many countries desperately vfsnt our soybeans and soybefin prod- 
ucts, but simply cannot bu^ them without credit. 

Second, we favor the "in-kind" export bonus program provided 
for in Senator Cochran's recently introduced farm bill. We are 
facing increased subsidized competition from Brazil, Argentina, emd 
other nations. The in-kind program would be a valuable tool in the 
effort to combat these subsidies. However, since we have been suc- 
cessful in preventing the buildup of burdensome surpluses, we pres- 
ently do not have the large Government stocks of other commod- 
ities to use in an "in-kind" export bonus prc^eim. Also, since a 
large share of U.S. soybean exports to developing countries is in 
the form of soybean oil and soybean meal, the 'in-kind" export 
bonus program is less applicable to our industry. 

Third, ASA is strongly supportive of Senator Cochran's proposal 
to use CCC-owned commodities to increase U.S. food aid donations 
under titles I and III of Public Law 480. Since CCC does not own 
any stocks of soybean oil, the only soybean product exported under 
Public Law 480, it is essential that the cash allocations for soybean 
oil exports be increased when CCC-owned stocks of wheat, com, 
and rice are used to increase commodity volumes exported to devel- 
oping nations under the Public Law 480 program. 

We believe too few Public Law 480 funds are already being allo- 
cated to soybean oil. If the Cochran Public Law 480 proposal is im- 
plemented, we hope more of the appropriated Public Law 480 funds 
can be transferred to supporting soybean oil exports. 

Finally, Mr. Chairman, we take this opportunity to suggest the 
committee take a closer look at what appears to be an unintended 
incentive for expanded 1983 soybean production in the 1983 farm 
programs for feeidgrains. As you know, farmers participating in the 
1983 feedgrain program are required to divert 10 percent of their 
feedgrain base acreage to conserving use and 12.5 percent of the 
acreage planted to com in order to get their paid diversion amd ad- 
vance deficiency payment. 

Unfortunately, it is possible for a farmer to divert 10 percent of 
his com base to conserving use and plant the remai:nder in soy- 
bezms rather th^^n com and qualify for the full com diversion pay- 
ment. In this scenario, the farmer plants no com at all. His advzm- 
tage is the fact that the farmer has no set-aside requirement, and 
therefore can farm 90 percent of his com base in soybeans rather 
than 80 percent if he plants com. 

In the marginal feet^ain areas of the Southeast and the West- 
em Com Belt, we fear many farmers will choose this option with a 
substantial increase in U.S. soybean acreage and production. White 
we are not opposed to the program to curtail corn production, we 
do not believe it should provide an incentive to transfer the com 
surplus problem to the soybean sector. We surest the committee 
investigate the possibility of incorporating some provision in the 
1983 com program which eliminates this unintended soybean pro- 
duction incentive. 

In conclusion, the American Soybean Association reiterates its 
opposition to increasing the loan level for soybeans or requiring 
any form of acreeige control for soybeans. We certainly recc^nize 
tjjie serious economic condition besetting soybean farmers, but we 
remain convinced that we should opt for the costly programs which 
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have brought burdensome supplies in corn, cotton, and wheat sec- 
tors. Soybeans remain the crop that is in the best supply-demand 
situation and stands to be the first commodity to see significant 
price recovery as the world recession subsides. 

Instead, we ask for more Federal assistance to hasten recovery in 
soybean prices by expanding export assistance programs for soy- 
bean prices by expanding export assistance programs for soybeans 
and soybean products. Our goal continues to be assisting our for- 
eign buyers to consume more of our production abroad rather than 
storing surpluses here. 

We urge the committee to follow the policy recommendations we 
have offered. 

Thank you. 

Senator Cochran. Thank you very much. We appreciate your 
contribution to the hearing. 

The last member of the panel is B. F. Smith. 

Mr. Smith. Thank you very much, Mr. Chairman. I have with me 
Seymour Johnson, of Indianola, who is chairman of our farm policy 
committee. 

Senator Cochran. We are glad to have him with us. Welcome. 

STATEMENT OF B. F. SMITH. DELTA COUNCIL. STONEVILLE, 
MISS. 

Mr. Smith. We still support the basic provisions of the Agricul- 
tural Act of 1981. We think it is a good bill. However, conditions 
have changed dramatically since the passage of that legislation. We 
are convinced that some modifications and legislative chEtnges are 
necessary to help farmers survive this period of great economic 
emergency, and at the same time assure consumers of needed sup- 
plies of food, fiber, and agricultural raw materials at reasonable 
prices. 

You and others have eloquently outlined the condition of agricul- 
ture at the present time, and to illustrate the changes in economic 
conditions that have occurred, when we were working on the farm 
bill b£ick in September 1980, Mr. Chairman, cotton was selling for 
92 cents a pound. In September 1982, it was quoted at 58.61 cents 
per pound, below the cost of production. 

Soybeans were bringing $8.92 per bushel in September 1980. In 
September 1982, soybeans were quoted at $5.22 a bushel. Rice was 
bringing $26 a hundredweight in 1980, but had fallen to $18 in 
1982. 

When we were working on the farm bill in 1980, we had the 
lowest cotton carryover in more than 30 years. One year later, it 
became evident that the carryover of cotton at the end of the 
market year would be at a level that would drive cotton prices to 
below cost of production levels. 

This rapid change was largely due to, in my mind, two m^or fac- 
tors, the worldwide recession which drsistically reduced consump- 
tion, and the high production in 1981 due to favorable weather con- 
ditions. 

We strongly support the bill that you and Senator Huddleston 
have introduced. As we understand it, this bill does four major 
things: One, provides for increases in loan rates for mqjor commod- 
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ities such as cotton, rice, wheat, and corn to help move prices 
upward. 

Two, provides for more effective USDA acreage control programs 
to stem production increases which have contnbuted to downwsird 
trends in farm prices. 

Three, uses the value of Government inventories of farm com- 
modities for discount sales which would help move excess stocks of 
U.S. farm products in world markets and, four, utilizing a portion 
of the Government inventories in the Public Law 480 program to 
extend exports. 

Attention is called to the fact that cotton is the only commodity 
that will be required to take a cut in the price support level in 
1983. While the loan should not guarantee a profit, it should be set 
at a level that will help to stabilize market prices during harvest 
without jeopardizing the competitive position of the commodity in 
either the domestic or export market. 

We urge that the minimum loan rate for 1983 crop upland cotton 
is set at the highest rate possible consistent with competitive mar- 
keting, but not less than 60 cents a [wund. 

While the current outlook for offtake and for an increase in car* 
ryover stocks on August 1, 1983, it is extremely unlikely that 
market prices wilt exceed the loan levels during 1983, and an in- 
crease in the loan would represent a positive step in helping laany 
farmers to survive. It would also reduce the use of target price pay- 
ments for cotton by 5 cents per ;x>und. 

While the Secretary is to be applauded for his timely implemen- 
tation of authorities given to him by law to reduce production, I 
believe a recognition of some of the shortcomings of the act of 1981 
need to be addressed. Perhaps the most serious of these shortcom- 
ings is the absence of any provision of achieving needed production 
EU0ustments in a positive manner. 

The fact is that the limitation of program benefits is a direct hin- 
drance to voluntary compliance to production Ei^justment programs 
that are urgently needed for the welfare of the entire agricultureil 
community. 

Also, the fact that land diversion payments are included with de- 
ficiency payments in determining a farmer's program benefit eligi- 
bility status greatly reduces the effectiveness of this program as 
one of the prime management tools available to the Secretary. 

With current production and offtake estimates indicating an in- 
crease in the carryover of cotton at the end of 1982-83 marketing 
year, and with the outlook for continued below-cost-of-production 
mfirket prices, the need for more effective production adjustment 
tools is a matter of overriding importance, Mr. Chairman, and we 
urge that attention be given to this by this committee and by the 
USDA. 

Also, another fact should be mentioned. Recognition should be 
given to the fact that the huge increase in the national cropland 
base that has taken place over the last 10 years would tend to 
n^ate efforts to achieve and maintain a manageable level of 
supply — unless actions are taken to reduce this excessive produc- 
tion capacity to more realistic levels. 

Bei^ning with the act of 1973 and then fueled by the world food 
crisis of 1973, farmers have been encouraged to increase production 
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to fill demand of rapidly expanding export markets. Harvested 
croplands — harvested, not planted— harvested croplands have in- 
creased from 289 million acres in 1972 to 353 million acres in 1981. 
That is 64 million acres of increased, harvested cropland. 

Downturns in demand brought about by worldwide recessionary 
factors and prospects for a slow economic recovery clearly indicate 
the urgent need for some kind of a land retirement program de- 
signed to reduce productive capacity, improve soil fertility, and to 
minimize the loss of topsoil to wind and water erosion. 

There is going to be a need for a larger cropland base in the 
years ahead and public interest will be served by maintaining 
these excess acres in a state of readiness. 

We believe that the cost of an effective land retirement prc^ram 
would be 1ms than the expense of overproduction resulting in sur- 
plus supplies that depress market prices to lower and lower levels, 
and we ui^e that a program of this kind be given consideration. 

Additionally, we endorse the added market development propos- 
als that you have included in this legislation. We believe that CXX!! 
stocks can be used effectively as bonuses to achieve additional sales 
and expand the Public Law 480 program. 

Authorization of this kind will represent Einother tool that could 
be used by the USDA to expand markets. 

I wish to add, however, that this program should be operated in 
a manner that will retain the one-price concept for cotton and for 
as many other commodities as possible. We think this is very im- 
portant. 

As an additional step, we wish to point out that efforts should 
eilso be made to barter agricultural commodities for oil and other 
strategic materials. 

With regard to the concept of retiring entire farms, well I cannot 
speak for corn and wheat, but a program of this kind for cotton 
would have a devastating impact on the economy of agricultural 
communiti^. Congre^ has always provided safeguards to prevent 
undue economic hardship on agricultural communities, and we 
urge that such safeguards be provided in a program of this kind. 

Also, once the excess stocks are reduced to manageable levels, 
supply management and market development progrfuns must be ef- 
fectively operated to prevent a recurrence of the problem in a very 
short period of time. 

Mr. Chairman, we are grateful for this opportunilry, and I want 
to thank you very much. 

Senator Cochran. Thank you, B. F. Smith. We appreciate all of 
you being here and contributing to the hearing in the ways that 
you have. 

I have already had an opportunity this morning to ask a number 
of questions of panel members. I think, since we do have others 
who have joined the hearing at this time, I will defer my question- 
ing until they have completed asking any questions they may have. 
In the order in which they appeared, I recognize Senator Dole first. 

Are there any questions or comments that you might have? 
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STATEMENT OF HON. BOB DOLE, A U.S. SENATOR FROM KANSAS 

Senator Dole. Well, I want to express my thanks to Senator 
Cochran for holding the hearing, first. I think it is a very timely 
hearing. Secondly, I want to express my thanks to the panel which 
has just finished testiiying, and the others who have, and who will 
after this group. 

There is no doubt about it, we have got a real problem in agricul- 
ture, and each of you touched on different portions of it I am not 
certain I am ready to conclude that because we have not done more 
in soybeans that they are better off than the other commodities, 
but it might be worth considering, but we have — our problem is we 
don't have any money. We don't have any, and it is your money, 
which makes it even more dlfiicutt to try to find innovative ap- 
proaches to lift market prices and at the same time expand ex- 
ports, and do a lot of things that certainly [telephone rings] I hope 
that's not somebody calling now with another progreim, but in any 
event tlaughter]. 

Therein lies ^e problem, and I think Senator Cochran and Sena- 
tor Huddleston are certainly providing the leadership that we need 
at this time. Whether we can do anything before Congress adjourns 
next week or the following week is probably pretty hard to deter- 
mine. 

As I understand, you all have some reservations about this so- 
called PIK program. I think you have indicated we don't know 
enough about it, that we have tried it before. It does need a big 
public relations job if it is going to be sold to wheat, com, soybean, 
and cotton people, or whatever. 

I think on the other hand we have got to do something about 
Elast-West trade policy. I think President Carter laid it right out 
front. He imposed an embargo. President Reagan lifted the embar- 
go, and we still are not selling anything to the Soviet Union, so we 
really still have an embargo. We are not permitted to enter into 
long-term agreement discussions, and until that happens, I don't 
see how we are going to improve trade with the Soviet Union. 

Certainly there are strong reasons we may want to reserve judg- 
ment on the Soviet Union. We do not agree with their policies in 
Poland or Afgh2inistan, their human rights, and there are a lot of 
other things we disagree with, but I am not certain what the sdter- 
natives are if we do not have some trading relationship with the 
Soviet Union, and there are not any easy answers, but we certainly 
believe that those who have been here today really understand ag- 
riculture in your own areas, emd you understand the commodities 
you represent. We are going to try to work with you and the Secre- 
tary to come up with some way to keep this crisis from spreading, 
because agriculture, of course, is the key to our economy. 

I think the export enhancement — I read the co-op statement 
while I was listening to others — and there are some good ideas in 
that statement as far as export enhancement is concerned, and 
there are probably some ways that we could do it that would not be 
that expensive. We need to be more aggressive in our export ef- 
forts, and I do believe that it is time that we started discussions on 
a long-term agreement. In fact, it is past time that we started dis- 
cussions on a long-term agreement. We are losing markets to the 
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EC countries. We are going to devote a great deal of our time next 
year in the Finance Committae on trade, which just seems to most 
of UB — and I have heard Senator Hehns say this in Geneva — we 
have got to demonstrate that we really want to be competitive. 

We cannot do it with rhetoric. We are going to have to pick out a 
few commodities and show, or demonstrate, in a friendly way that 
we will compete, that we are not going to continue to lose markets. 
Until we do that, I do not see any reason for the EC or any other 
country to hack away from their present position. 

We should not engage in a trade war. We do not have enough 
money. As you said, it is a battle between two treasuries, not be- 
tween farm groups, and there also is access to other markets that 
we are working on. 

The Japanese are making some concessions in citrus and tobacco 
areas, even as recently as yesterday. 

I do not have any questions to the problems. I don't have any an- 
swers, either. 

Thank you. 

Senator Cochran. Theink you, Senator Dole. 

Senator Helms. 

Senator Helms. I will yield. 

Senator Cochran. Senator Huddleston. 

Senator Huddleston. I will ask one question. 

If the payment-in-kind program is initiated emd the farmer has a 
choice of either taking his payment in kind or taking cash, which 
do you think he would opt for? Is there a controlling factor that 
would push him one way or the other? 

Mr. Smffh. He would opt for cash. 

Senator Huddleston. Opt for the cash? 

Mr. Bailey. The reason for opting for cash is the hazard of the 
true market value of the commodities that he receives back. This 
has to do with whether it could go back into losm or not. If that 
product could go back into loan, then it has a floor price. 

If it could not go back into loan, then he is at heizard, at risk as 
to the true veilue of what he is receiving for his land retirement. 

Senator Huddleston. But he does have the opportunity to get 
more bfick if the market reacts favorably. 

Mr. Nei^on. But he has to spend some money to hold that grain. 
He is speculating with that grain for maybe a period of several 
months, or even longer before he knows what the prospects might 
be. 

Mr. Smfth. The concept of going back into loan, taking it out and 
going back in, raises some problems, and I wonder couldn't this be 
partisdly solved by providing a reasonable period of time, with no 
carrying charges or interest, in which the farmer could market his 
fir's. 

Senator Huddleston. We suggested that to the Secretary who at 
that time had not made a clear decision on it. But, it seems, that if 
you do give the farmer the time, before he has to claim possession 
or pay for the storeige 

Mr. Smith. If you do not do something like this, PIK's will be dis- 
counted because everybody will be trying to get them out at the 
same time. 
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This raises another question. Is the farmer going to have to pay 
income tax on the value of the PIK that the Secretary sets, or is it 
going to be what he actually receives? 

Senator Huddlbston. The guy just left, [Laughter.] 

He ran out on us just at the crucial time. That is why he has 
survived so long, he knows when to leave. [Laughter.]. It is a good 
question. 

Mr. Bailey. I have got one other question that relates to that. 

Senator Huddlbston. Fine. 

Mr. Bailey. That being that the location of these commodities 
and the location of the individual operator come into play very 
much. 

Senator Huddlbston. Where they are actuedly located. 

Mr. Bailey. The reference to discount has to do not only with 
just a weighted volume on the market, but has to do with the tocar 
tion, and I have heard, again, information that it is quite likely 
that those warehouse receipts or those certificates might only be 
n^otiable in an ASCS office. That might be worked into it. 

There is one hazard that I see here, and I think one we must 
guard against, is that we could be backing into a commodity board. 
We could set up an artificial greiin trade available at our Govern- 
ment ofBce. 

Senator Huddlbston. Operatii^ through the ACS's then. 

Mr. Bailey. Yes. 

Senator Huddlbston. Well, I haven't heard the Chicago Board 
comment on that yet, but it might have interesting aspecta. [Laugh- 
ter.] 

Thank you, Mr. Chairmem. 

Senator Cochran. Senator Helms? 

STATEMENT OF HON. JESSE HELMS, A U.S. SENATOR FROM 
NORTH CAROLINA 

The Chairman. I want to compliment you for hotdii^ these hear- 
ings, and I want to pay my respects to this panel. I told Bob Dole 
that I have never heard more articulate gentlemen preaching the 
sound of gospel, and the American people had better understand it. 
If the farmer goes down in this country, then the country goes 
down. 

I have just come from the Foreign Relations Committee. I have 
to put on one hat and take it off and put on another one, but the 
longer I am on the Foreign Relations Committee, and I sun now the 
second ranking member on our side, the more persuaded I become 
we need eui American desk down at the State Department so that 
they can understand what it is sdl about. 

I do not want the American fiirmer to be any longer a pawn in 
the hands of diplomats. 

Let me ask you one question about PIK. I have got a lot of ques- 
tions in my own mind, and you have raised a lot of them. We are 
all hanging by our fingernails trying to figure out what to do with 
farm programs, and how, and when, and how much, and with 
what. It is like Bob Dole sajrs, we don't have any money unless you 
want to trade on a deficit. 
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But if for some reason a PIK program is not or cannot be imple- 
mented in 1983, would you speculate for me, any of you, or ail of 
you, what you would expect in terms of farm prices and the cost of 
the USDA program? Is that too much to ask you to do? 

Mr. Smith. Farm prices, I think, for all the major commodities 
will continue to go at just about the level of the loan, whatever 
that level is. 

The program will continue to cost more because of the target 
price payments that are provided in the taw, and I don't happen to 
think that they are too high, because they certainly represent a 
source that is desperately needed by farmers, although I am sure 
the Secretary thinks they are too high. 

I, for one, think that this program can be implemented, although 
you have to recognize the fact that implementation is going to be 
different with each of the crops. Cotton is vastly different from 
wheat or these other crops. I would throw out some broad guide- 
lines and then I would get the industry leaders together to develop 
operating procedures for specific crops. 

I think it merits our attention, anyway. After all, this is about 
the only ball game in town. 

The Chaihman. Do you agree with that? 

Mr. Weems, Basically, yes. Senator, but I see, if we don't control 
the ability of acreage to be switched, as I mentioned, from corn to 
soybeans, we may see an increase in acreage of soybeans and there- 
by see a decrease in the price of soybeans. 

Mr. Bailey. My comment would be, given the 10 and 10 that is 
now available, that probably corn prices would trade below loan, 
and the situation would aggravate itself because of the switches be- 
tween commodities: I personally can grow wheat, soybeans, and 
corn on my farm, and the restrictions now imposed as I understand 
them would play into the switching so that the free stocks outside 
of that that was projected by the loan would be such that pr(^bly 
they would trade below loan. 

So we do have serious ramifications. As far aa the expense to the 
Government, it would be tremendous, because the free stocks we 
now have would be a continued weight on the market with no in- 
crease in export demand and very little possibility of much in- 
crease in domestic demand, so you could almost guarantee that all 
qualified stocks would come into the Government program and 
would come in to the maximum degree. 

I can't give you a figure r^ht off the top here, but it would be 
tremendous. 

Mr. Nelson. In the case of wheat, most definitely there would 
probably be an increase in stocks. There would not be a reduction. 
With the 15-5 prt^ram we presently have, even with a fairly good 
percentage of participation, we probably would still see an increase 
in the carryover by the end of the next marketing year, and that 
would include some increases in costs, probably, as well. 

Like Veryl, I cannot give you a f^re of what that would be, but 
there would be no good news to help buoy wheat prices in that 
coming year. 

The Chairman. Mention was made, and I don't remember who 
mentioned it, of the GATT Ministerial. A couple of weeks before 
Thanksgiving, I got a call from the White House saying, "We want 
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you to go over there." I wanted to go like I wanted a hole in the 
head, but 1 went anyway, and I am still trying to make peace with 
my grandchildren. Having gone over there, I was astonished really 
at how EC countries, for example, do not believe that the United 
States intends to become serious on these trade issues. 

We must have met with 20 or 25 delegations. All of the meetings 
were models of civility, but they just did not believe us. You know 
they do not believe the United States means business. 

I think they do now, and I agree with you that nobody wins in a 
brawl, but on the other hand you don't win if you don t put up a 
fight. So I hope that Congress will act and I think the Congress will 
move along toward doing some things to set the trade picture 
straight. 

Thank you, gentlemen. 

Thank you, Mr. Chairman. 

Senator Cochran. Thtmk you. Senator Helms, very much. 

Senator Boren? 

STATEMENT OF HON. DAVID L. BOREN, A U.S. SENATOR FROM 
OKLAHOMA 

Senator Boren. Thank you very much, Mr. Chairman, and I 
want to join the others in commending you and Senator Huddles- 
ton for calling these hearings and for making the su^estions that 
you have. 

I think it is important that we examine every possible suggestion 
for improvement in the agricultural situation. The annual net farm 
income figures for 1981 came out about 3 weeks ago. They were $14 
for the year, average net farm income in 1981 for the State of 
Oklahoma. I had several farmers contact me after that and they 
sfiid, "Senator, we are shocked at those figures." I said, "So was I. 
We didn't think they would be that h^h." 

They will not be that high when the figures come out for 1982. 
They will definitely be written in red ink. We are in a desperate 
situation. 

I think it is certainly commendable that we are looking for ways 
to improve the situation. I think the main point I would want to 
make now, and I am going to ask unanimous consent to submit a 
full statement in the record,' is that if we are going to a payment- 
in-kind program, we have to resilize that it ceuinot be a substitute 
for existing farm programs, or other steps that are necessary. 

We are going to have to put some money into our agricultural 
export credit revolving fund, we are going to have to keep a floor 
on the market prices. We have heard the panel clearly say that 
there has to be some translation of a payment-in-kind program into 
a cash value that is sustainable and stable. 

I expect we are still going to have to find ways of maintaining 
some paid diversion in order to generate cash flow, and we are 
going to have to do other things if we are to improve the market 
situation. 

So there are many things to be worked out if we are to embark 
upon this kind of program, and I think the first basic principle that 

■ See p. 99 for the prepared statement of Senator Boren. 
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I would want to stress, without going into my full statement, would 
be that it cannot be viewed as a substitute for other kinds of ac- 
tions that are going to be absolutely essential if we are going to 
save the agricultural sector from collapse. It is already in the midst 
of a depression, not a recession — a depression, in the midst of it — 
and we are going to have to take other actions. 

There are problems. How do we translate the values and put a 
floor under them in terms of a verifiable loan value, how do we in- 
crease the market demand for what we have on hand? One of the 
results, if we don't take other action, could be simply to intensify 
our short-term market problems. It might help us in terms of the 
long term by decreasing carryover stocks but if we don't have addi- 
tional actions on payment-in-kind, we could intensify our short 
term, our immediate, market problems. 

I also would just echo the concern that members of the panel 
have expressed in terms of how we do it. Taking whole farms out of 
production, how do we decide which farm? These are real problems 
for agricultural communities, as has been expr^sed, and for sup- 
port of the infrastructure for agriculture, and I think we have to 
look very carefully at the way we administer such a program imd 
the impacts it could have on the total community. 

Mr. Chairman, I would ask unanimous consent to put my full 
statement in the record. I want to congratulate the panel. I have 
hsid an opportunity to read the statements that I didn't get to hear 
personally, and I very much appreciate their coming in. But I 
would urge you to view this as a supplement, and not a substitute, 
for other kinds of actions that are going to be necessary in the field 
of farm legislation this year. 

I again commend you, Mr. Chairman, for your interest in explor- 
ing this idea, you and the Senator from Kentucky both, and I think 
it gives us real grounds for additional thought, for improvement of 
the program, not only in this area, but in other Eireas as well. 

Senator Cochran. I thank the Senator very kindly for his com- 
ments. I 

The Senator from Minnesota. 

STATEMENT OF HON. RUDY BOSCHWITZ, A U.S. SENATOR FROM 
MINNESOTA 

Senator BoscHwrrz. Senator Cochran, I join in the other com- 
ments that were made with respect to your holding this meeting. I 
also join in many of the comments that have eilready been made. 

I disagree a little bit with the Chziirman's view that nobody wins 
in a brawl. I think that a good f^ht every once in a while clears 
the air; and I think we have to be prepared to do that with the 
Europeans, whether collectively as Senator Dole indicated in his 
comments, or on a more general basis. We have to show those folks 
that we are serious. As Senator Helms suggested, they don't think 
that we have the resolve to do in effect what they are doing. 

There are a number of areas where we can perhaps m£ike an im- 
pression on them. One of the things that makes it possible for them 
to be so generous to their agricultural sector is that our taxpayers 
are taking care of a good deal of their defense costs. 
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The Europeans spend about half the percentage of their gross na- 
tional product on defense that we do, about 3 percent. I notice the 
French are reducing their defense costs, and perhaps there is no 
necessity for them to do that because we are spending scores of bil- 
lions of dollars, and have 350,000 of our people over there. While 
that is in our national interest, it is also in our national interest to 
get them to pay for a little bit more for their own defense. 

The same applies in the Far East, where we have about 140,000 
people, and where the Japanese spend less than 1 percent of their 
groBS national product on defense. If we made those countries pay 
for the use of our defenses, Mr. Chairman, we wouldn't be tal^ng 
about a budget deficit. We would be talking about how to spend the 
surplus. 

As we can see, there are a number of interrelated areas. I think 
that the PIK is a fairly good new and fresh approach. It is not 
clear to me — I didn't hear all the testimony. Perhaps I CEin just ask 
each gentleman, from my right to my left, to state wheUier or not, 
you agree with the approach of a PIK pri^am. 

Mr. Smith. I think it has real possibilities. I think there are some 
factors that will have questions and will have to be answered, but 
certainly I do think it is worthy of pursuit, and has real possibili- 
ties. 

Mr. Weebis. I likewise think it has possibilities. We are not sure 
how it is going to fit into the soybean end of it, but it has possibili- 
ties, 

Mr. Bailey. With the tremendous need for a supplementary pro- 
gram in coarse grains, this is a program that needs to be nurtured 
and helped along. 

I would like to make one side comment here. A comment came 
out earlier this morning that they really didn't see how, see how 
maybe, the PIK could work on the dairy side, and just try some 
kind of a bargain deal with the dairymen on leaving some of his 
cows dry sometimes and given him some product that has economic 
value. You might be surprised. 

I make that as a kind of tongue-in-cheek comment here, but on 
the other hand, let's not 

Senator BoscHwrrz. Let me comment on your tongue-in-cheek 
comment, but maybe I should hear the wheat growers first. 

Mr. Nelson. Well, we certainly look favorably on the concept, 
Emd I am sorry to be so ambiguous, but frankly we have not had a 
lot of information on the progrsim yet, and it meikes a lot of differ- 
ence as to what the percentage of rate might be on the payment 
and if it is included in the $50,000 payment limitation or not, and 
things about the resale price. All these things have to be ironed out 
before we can really say yes or no. 

Senator BoscHwrrz. My feeling is that it is the most ims^natlve 
and aggressive program that has come to the committee and ad- 
dresses some of the problems. I think it has to be combined with an 
export PIK. 

I like the thoughts of the Nationsil Council of Farmer Coopera- 
tives, with which I am familiar. I do not want to raise the prices 
through a domestic PIK and encourfige foreign producers to pick 
up the slack we create in the world markets. It is important that 
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we also aggressively approach the world markets as we ask our 
farmers to cut back. 

As I listened to my friends from the corngrowers speaking about 
the dairy farmers and read between the lines, with all due respect 
to my friend from the American Soybean Association, I believe 
that the various producer groups, the various farm oi^nizations 
and the various dairy organizations certainly are not as unified in 
their affairs; now they, pull in different directions, 

I think that was possible when 30 or 35 percent of the folks lived 
on the farm and you had some real political clout, but this Senate 
is a very urban body. The House is even more so, I suspect. 

So I think it is very important that the various farm oi^aniza- 
tions act in concert, iron out their difficulties that they may have 
with a particular program, and come to ub acting in concert. 

I think we will get more done. 

I very often find that some of my colleagues are confused by the 
various proposals that various organizations come in with, and it is 
certainly not exclusively the province of farm organizations to do 
that. I find that now in the truckers' bill that is before us. 

But it would strenghten the position of all farmers, all farm or- 
ganizations, if they would iron out their differences and come with 
a more united front. Reasonable men will differ. We in the Senate 
are all reasonable, and we understand that very well; nevertheless, 
I think it is important. 

I will try to introduce the element of military aid, which gives 
some of our trading competitors such eui enormous adveintage over 
us because we pick up such a large percentage of their military 
budget. For this Senator, and I think others, we are very prepared 
to fight. Whether it be selectively, or maybe engaging in a little 
wider brawl, it edways clears the air. I am very prepared to do that 
and push that along as much as I can. 

Thank you, Mr. Chairman. 

Senator Cochran. Thank you. Senator. 

I again want to express my personal appreciation for not only 
your being here, but for taking the time to analyze the proposals 
that are pending before the subcommittee, particularly the bill 
that Senator Huddl^ton and I have introduced, and for those of 
you who are not enthusiastically on board, we will talk to you after 
the meeting. [Laughter.] 

We need to do a little more homework on it, maybe, but I do ap- 
preciate the generous comments of Ralph Weems and sXl of you, 
Veryl Bmley, who have been here, eind trying to find a way to im- 
prove the conditions that our f^^ricultural economy finds itself in 
today. 

I do not know that there is a higher priority in Government 
today than doing something constructive about the sad state of the 
Eigricultural economy. 

So it has the attention of this subcommittee, and every effort is 
being made to get the attention of the administration. 

The word we have is that the President and the Secretary have 
agreed on a statement that wUl be released soon. We are going to 
ask the Secretary to delay his coming up here until that is done, 
and we will reconvene tiie hearing, eSter the next panel has pre- 
sented its testimony, until 2 o'clock for the purpose of receiving the 
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statement of the Secretary and having questions put to him on the 
administration's position on this problem. 

Again, we thank you for being here. We appreciate your contri- 
bution to the hearing. 

Our next panel will be Shirley Culley, representing the Cotton 
Warehouse Association of America; Samuel Reeves, president, 
American Cotton Shippers Association; and Stephen Gabbert, ex- 
ecutive vice president of the Rice Millers Association. If you would 
come forward, we would appreciate it very much. 

I think the committee will stand in recess for a period of about 5 
minutes. 

[Recess taken.] 

Senator Cochran. The committee will come to order. We will 
resume our hearing with our last panel this morning. Our last 
panel includes Shirley Culley, representing the Cotton Warehouse 
Association of America; Samuel T. Reeves, president, American 
Cotton Shippers Association, accompanied by Rudy E. Scheldt, 
chairman of the committee on national affairs, Memphis, Tenn.; 
Dewell Gandy, agricultural economist of Memphis; Need Gillen, 
general counsel; and Stephen Gabbert, executive vice president of 
the Rice Millers Association. 

Welcome to the committee. We appreciate your presence, and we 
hope that you will be able to make summary statements from the 
written statements you have submitted to the committee, which we 
thank you for. 

We will include those written statements in full in the record 
here. 

You may proceed, Mrs. Culley. 

STATEMENT OF SHIRLEY S. CULLEY, MEMBER, BOARD OF 
DIRECTORS, COTTON WAREHOUSE ASSOCIATION OF AMERICA 

Mrs. CuiXEY. Thank you, Mr. Chairman, and members of the 
committee. • 

I appreciate the opportunity to testify before you today. My 
name is Shirley Culley, and I am president of the Flora Compress 
& Warehouse Co., Inc., in Flora, Miss. I am appearing before you 
today on behalf of the Cotton Warehouse Association of America, 
of which I am a member and on whose board of directors and ex- 
ecutive committee I have served for the past 3 years. Accompany- 
ing me is the association's executive vice president, Don Wallace. 

In summarizing, as my testimony reads, we of the Cotton Ware- 
house Association are one of the first to realize a need to reduce 
the stocks of our various commodities, but we do question the judg- 
ment of the Department of Agriculture in proposing a reduction of 
acreage in cotton that exceeds 33 percent, and we are assuming 
that ^ey are using the 15 million base. 

Our surplus stocks of cotton are not that great when you consid- 
er that a series of national disasters such as the flood, which is 
what we are having now, and hailstorms, can destroy a large por- 
tion of a crop, and could leave our supply on the short side. Cotton 



' See p, 118 for the prepared statement of Mrs. Culley. 



D,oitiz,cb,Goo<^le 



54 

is so unlike your other commodities in that it can be stored for 
years without deteriorating in quality. 

I have discussed the 40- to 50-percent reduction in acreage with 
the leading farmers, bankers ana agricultural leaders of my State. 
None of them feels that a severe reduction like this is good for the 
agricultural community. In fact, the fears expressed were that this 
type of reduction would be disastrous to every segment of agricul- 
ture and ag-related businesses, even bleeding over into our finan- 
cial institutions. 

Mr. Charman, I commend you and Senator Huddleston on your 
foresight concerning our plight. I pray that your bill, S. 3074, along 
with the results of this hearing, will make our Government offi- 
cials realize the destructive power that they now hold over our 
heads, and that they will act with extreme caution. 

I thank you. 

Senator Cochran. Thank you very much, Mrs. CuUey. We appre- 
ciate your comments, and the help that you and Don Wallace have 
been to this committee. Thank you a lot. 

Next, we will hear from Mr. Samuel T. Reeves. 

STATEMENT OF SAMUEL T. REEVES. PRESIDENT. AMERICAN 
COTTON SHIPPERS ASSOCIATION 

Mr. Reeves. Thank you, Mr. Chairman. I would like to take the 
opportunity to summarize the statement for the sake of time, 
noting that your staff is well acquainted with some of the points 
that we will make. ' 

Our testimony today will review the current world and domestic 
cotton situation and suggest guidelines that the administration and 
Congress could pursue in order to improve the U.S. cotton econom- 
ic situation and prevent its further deterioration. 

At the outset, I would like to state that cotton is, and should be, 
clearly distinguished from wheat and feed grains. Our problems, 
while no less complex, are different in scope. 

Banning in the early 1970's, we moved from a Government-ori- 
ented- type program to a free market, world-free-market- type pro- 
gram. C^ average, production and consumption rose during this 
period. More important, farm assets and income rose dramatically. 

Overconfident with our success in these areas, we gradually al- 
lowed ourselves to dilute the basic premises of a market-oriented 
system. 

We drifted back to rigid minimum loans, unrealistic loan differ- 
ences and tai^et prices unrelated to world market prices. We ob- 
jected to the retention of the concept of a minimum loan in our tes- 
timony to this committee in 1981, noting that, and I quote: 

It must be approached with caution, if we are to avoid the mistakeB of the past 
when minimum loan levels subsidized the production of foreign growth of cottoa. 

We now find ourselves in the inflexible and vulnerable position 
of only being able to market a percentage of U.S. cotton at world 
prices. The situation has been further impacted by 2 consecutive 
years of above-average yields in the United States matched by in- 
creased foreign production emd yields. The strength of the dollar 
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has had a great impact, also. The dollar has been an encourage- 
ment, particularly to the Socialist and soft currency countries to 
increase their production. We now find ourselves the residual sup- 
plier of cotton. Unless positive measures are adopted, we wUl 
remain in this position. 

Many recall the helplessness we felt during the 1960's as we 
create a similar situation today. 

Briefly, I would like to go over the world cotton situation. 

The carryover at the end of this marketing year will be approxi- 
mately 30 million bales. That is approximately 9 million bales too 
much, an acceptable carryover being 21 million bales, or a 4-month 
supply. World production this year will approximate 68 V4 million 
bales, with an offtake of approximately 66 mil lion bales: 

Several months ago, I was a del^ate to the meeting of the Inter- 
national Cotton Advisory Committee in Egypt. At that conference, 
all m^or cotton-producing countries of the world were in attend- 
ance. Of the 49 countries in attendance, 47 indicated that next year 
they would either increase or maintain their cotton acretige. 

U.S. cotton must attempt to compete in a world marketplace 
with 74 cotton-producing countries, of which 14 produce 90 percent 
of all the world s cotton. 

We cannot escape the fact that loan levels designed to primarily 
benefit U.S. producers can in reality equally beneftt foreign produc- 
ers, particularly those in centrally controlled governments who 
have more flexibility to rapidly increase plantings and take meixi- 
mum and immediate advantage of our mistakes. 

A good example today is China; 3 years ago, they imported over 4 
million hales, of which the U.S. share was almost 2 million. This 
year, they will import less than 1.5 million bales, of which the U.S. 
share will probably be zero. They have indicated in the last week 
they will continue to expand their production at the rate of 4 to 5 
percent a year, and in the near future they will be a net exporter 
of cotton. 

I realize that verbalized expectations may not result in concrete 
reality. But when 1 look at China's statistics in the last 5 or 6 
years, I must listen seriously to their words. 

The U.S. situation: At the end of this miu-keting year in the 
United States, we will have a carryover of approximately 8 million 
hales. We need approximately 3.5 million bales. In 3 years, the do- 
mestic consumption has decreased 19 percent; in 10 years, 32 per- 
cent. In 3 years, U.S. exports have declined 42 percent, falling back 
to the level of 10 years ago. This means our exports have been 
broi^ht down to approximately 5 million bides. 

To summarize, in the world there is approximately 9 million 
bales excess supply with about half of that being in the United 
States. 

Legislative resolution of the problem: L^islatively, there are 
three concepts that must be addressed: 

No. 1, the minimum loan concept must be discarded; two, the 
target price concept must be reconsidered; and three, the restric- 
tive resale policies of the Commodity Credit Corporation preclude 
the SEile of CCC stocks due to the formula of release of said cotton. 

Also realizing that farm legislation is a delicate, difdcult, and 
time-consuming process, we fully understand that our si^gested 
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changes in the current law, even if agreeable to the industry, the 
Department, and the Congress, cannot be implemented on a timely 
basis to deal with the critical problem at hand. 

Administrative resolution of the problem: The Department has 
indicated it will act, possibly by Jeuiuary 1, 1983, to implement 
modification of the announced 1983 cotton program through the 
use of payments-in-kind to accomplish additional reductions in 
planted acreage. 

Cotton's problems, while significant, pale in compsirison to those 
of grain. Therefore, we seriously recommend that full compliance 
in the announced program, of 20-percent voluntary reduction plus 
5-percent paid diversion, be the primary objective. Additional re- 
ductions over and above this must be approached with great cau- 
tion if we are to avoid the following negative effects of an excessive 
acreage cutback: 

Cotton being different from grains, if we cut back the desired 
quantities too greatly, you deprive the United States and foreign 
mills of cotton which the U.S. producers have supplied them for 
years, and are needed — in essence, increasing the price of cotton, 
which decreases the possibility of exports. 

We then have the possibility of foreign production taking up the 
slack of reduced U.S. acres. Finally, we have local communities 
being adversely impacted as suppliers, processors, and service in- 
dustries experience reduced volume. In an environment of record 
high unemployment we must avoid further economic injury to 
these related industries. 

It was released last week in a survey from the University of 
Texas that this past year that the floods caused a cash receipts de- 
crease of approximately $750 million and related industries of $1.5 
billion— 2 to 1. 

The payment-in-kind pri^ram: We are suggesting that the pay- 
ment-in-kind program for cotton must strive to move the cotton in 
surplus to market at world prices. We recommend that the first 
purchaser of the cotton compensate the farmer the market price 
and the value of the PIK certificate. The borrower then utilizes the 
PIK certificate in exchange for loan stocks from producers or 
stocks from the CCC. 

In this manner, the producer complying with the pri%ram would 
receive a price incentive and U.S. cotton can be sold at world 
market prices to United States and foreign mills. This method of 
operation moves our stocks to consuming markets, thereby moving 
the burden of acreage reduction to our foreign competitors. 

This type of PIK pri^rsun, I believe, will pull existing stocks 
through the market system. It will be an offensive method rather 
than a defensive one, and will reduce the possibility of great dislo- 
cation to related industries. I believe that if we severely reduce 
acreage, it will be a defensive mechanism, and the foreign acreage 
will take its pleice in the world markets. 

It seems to me that this morning 1 have heard that we have basi- 
cally worked from upstream and tried to come up with a concept of 
a loan price, and then tried to make the mau-ket work. It seems like 
that we need to go downstream, address the market, how we 
impact the world meurket, how we can impact the additional acre- 
age increase that these foreign nations are goii^ to continue to try 
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to plant. We must impact that, and then move back upstream and 
seek the desired results to make the commodity sell in the market- 
place. 

We would Sliest that cotton be sold at world market prices. We 
could increase the U.S. export position and deter world production 
through the greatest deterrent of all — price. 

In conclusion, we compliment you. Senator Cochran, for acknowl- 
edging the problem, and for your willingness to face the hard reali- 
ties. And we especlEtlly commend you for the preparatory work that 
you and your staff have engaged in over the last 2 months in lead- 
ing up to this hearing. 

Thank you. 

Senator Cochran. Thank you. We appreciate your kind com- 
ments, Mr. Reeves, very much. 

Mr. Gabbert? Stephen Gabbert is executive vice president, the 
Rice Millers' Association. 

STATEMENT OF J. STEPHEN GABBERT, EXECUTIVE VICE 
PRESroENT, THE RICE MILLERS' ASSOCIATION 

Mr. Gabbert. Thank you, Mr. Chairman.^ 

We appreciate this opportunity to comment on those parts of S. 
3074 that address our industry's current problems. We feel that in- 
troduction of this bill initiates badly needed congressional consider- 
ation of the U.S. agricultural crisis, which in our opinion is about 
to assume monumental proportions. 

I think if you examine the financial and l(^stical dimensions of 
what could be taking place in agriculture within the next several 
months, we are going to find them overwhelming. 

It probably is moreso inconceivable when you recdize that the 
current situation could be the beginning of a cycle that is going to 
continue to worsen unless exports are stimulated. 

I would like to give you a brief description of where we are in 
the rice industry. Basically we are in a state of market depression. 
We are a commodity that must export 65 percent of our crop. At 
the present time, we are noncompetitive. "There is very little rice 
from the United States moving into the world market. 

There are several reasons for this, which we share with other 
commodities: the world recession, strong dollar, world overproduc- 
tion, and particularly subsidized competition, especially on the piu^ 
of Taiwan, Japan, and the EEC, who have been dumping highly 
subsidized rice, into the world market. 

So we view rice's problem as really being in the export market, 
not one of domestic marketing. There is a lai^e inventory of rice in 
CCC stocks at the present time, approximately 19 million hundred- 
weight. We expect that out of the 1982 crop, as the situation con- 
tinues to deteriorate that the potential exists for the CCC to ac- 
quire between 45 to 55 million hundredweight of rough rice. 

liiis gives you some dimensions of the problem. Total stocks 
could amount to approximately 50 percent of 1982 production. We 
do not know where the CCC is going to find adequate storage space. 
In fact. Government had better stop worrying about where to put 
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the MX missile, because we may need some of those missile silos to 
put rice in, and maybe some other commodities. 

But as I said earlier, we view the situation as being one that 
should be remedied by looking at the demand side, by developing 
an export stimulation program. This is the particular area that we 
are supportive of within S. 3074. 

You know, Mr. Chairman, one great American said, and I do not 
know whether it was Oliver Wendell Holmes or maybe Tom Aber- 
nathy, that an ounce of history yields a pound of li^c. There was a 
significant ounce of history that took place in 1958 when there 
were similar conditions of commodity oversupply. It was on Decem- 
ber 15, when another Republican Secretary of Agriculture, Ezra 
Taft Benson, initiated a PIK, payment-in-kind export program. 

That program worked well and continued up until 1972, but 
prior to that — after the inventories of the CCC stocks were ex- 
hausted — it was converted to a payment-in-cash program. I have 
noticed this morning that in talking about the PIK program there 
has been some confusion. Some people have generally referred to a 
PIK program. Actually, there are two that we are looking at. There 
is a PIK domestic program, of which we do not know much about 
and will probably be proposed today by the administration. Then 
there is a PIK export program which we know was used, tried, 
tested, and worked successfully. 

One of the political slc^ans that was used in 1958 by Secretary 
Benson in implementing the PIK export program was 'Use a sur- 
plus to move a surplus." I think that is very applicable to today's 
situation. 

The basic question is how to best use CCC stocks in view of the 
political and budgetary realities we are facii^. When we view the 
current oversupply situation as an export problem, then the best 
way to use those CCC stocks is to enhance exports, to have an 
export stimulation program such as a PIK export program. 

There are filing cabinets full of history down at the USDA now 
where they have the regulations and all the available data that 
were used for implementing the PIK export program. This program 
allowed the rice industry to close the gap between world prices and 
U.S. prices. We were, as I said, quite successful in moving out CCC 
inventory at that time and signiHcantly reducing surpluses. 

It was a very simple program in operation. It addressed the heart 
of the problem. That, again, is em export problem. We recognize 
that a PIK export program is essentially £ui export payment pro- 
gram. However, this is permissible under article 16 of the GAIT, 
which essentially allows a country to apply an export subsidy in 
order to maintain its equitable share of the world market. This is 
what we are asking for, the tools to help maintain our traditional 
share of the world market which has been eroded by subsidized 
competition, and by predatory pricing practices and policies of for- 
eign governments. 

Mr. Chairman, the Secretary of Agriculture does not need any 
legislation to implement a PIK export program. He has the author- 
ity to do so under the Charter Act of the CCC. It could be done to- 
morrow if he wanted to. We think it would result in a significant 
improvement in the present export situation. 
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At some point we will need an export stimulation program. 
Either we will address the deteriorating export situation now, or in 
the next 3 or 4 months. 

Hopefully, we can do something about exports now. But I become 
pessimistic the more I talk to people in Government fuid review 
what is happening here in Congress. We have a short period of 
time before the present session ends. It will be in the new Congress 
before any l^islation is passed. That will mean further delay. 

I think that along with a PIK export pn^ram, we need to devel- 
op an agricultural export strat^y. We do not have one now. We 
need an export strat^y that utilizes available tools that we are not 
using, such tools as, for example, the n^otiation of a long-term 
agreement with the Russians. 

A couple of other things that have not been mentioned. The 
United States provides economic support funds (ESF) — this is for- 
eign aid — in the amount of approximately $2.5 billion to friendly 
countries. These countries are turning around and buying their 
commodity requirements from other suppliers. Egypt is an exam- 
ple. Egypt receives — I am not sure what the exact amount is — a 
significant amount of that |2.5 billion. Egypt has been buying its 
flour requirements from the EEC, which is subsidized. 

I think we should use ESF funds to leverage purchases from the 
United States for the recipient countries' commodity needs. 

I think another point that is going to have to be looked at is that 
when we consider our bilateral trading relationships we should ex- 
amine them in the whole context. Mr. Boschwitz was getting at 
this point. That is. we should include what the defense picture is. 
There are countries to which we provide significant defense contri- 
butions, like Japan and the EEC. These contributions ought to be 
taken into account in considering the total trading picture, particu- 
larly with respect to access. 

So, in closing, we restate our point, and that is that part of the 
solution to the current oversupply problem is in the export area. 
We do not think this aspect has received enough attention this 
morning. We hope that you will examine this very closely. 

We do recognize, though, that there have to be production adjust- 
ments; however, let's not forget about exports. We urge the sub- 
committee to look at a PIK export concept very closely. 

Thank you very much. Mr. Chairman. 

Senator Cochran. Thank you, Mr. Gabbert. 

I might say that we have received statements from other associ- 
ations and individuals which we will include as part of the record, 
including statements from the Cotton Pool, Inc., of Texas, the Na- 
tional Association of Farmer-Elected Committeemen, and Western 
Cotton Growers Association.' 

I apoli^ize to you for the hearing running a little longer than we 
had anticipated today. 1 know that it is a matter of inconvenience 
for some of you to have to remain here in the hearing room for this 
length of time, and I will say again that at the conclusion of our 

> See p. 132 for the natement of Cotton Pool. Inc., p. 141 for the statement of the National 
Ai«ociation of Farmer-Elected Committeemen: and p. 141 for the Btatement or the Weatem 
Cotton Groweiv Association. 
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hearing we will recess eind reconvene in this room at 2 o'clock to 
hear the testimony of the Secretary of Agriculture. 

I think that most of us have already had £in opportunity to talk 
about some of the m^or features of the legislation that Senator 
Huddleston and I introduced in the Senate last Friday. I know that 
Wayne Boutwell and Keith Heard of my staff and others have had 
an opportunity to talk with many representatives of producer orga- 
nizations and farm organizations around the country in an effort to 
get initial input into the process of developing an initiative. 

Your cooperation with us in that effort is deeply appreciated, 
and I want to thank you for that. Your being here today and pro- 
viding us with your statements and observations and the benefit of 
your experience has been quite helpful. It makes the record of this 
hearing very valuable in our effort to develop an appropriate re- 
sponse to the serious problems that AmericEin agriculture faces. 

Let me say, while I do not have any specific questions of this 
panel, I do not want to leave the impression that by not asking you 
questions we don't have some unanswered questions, questions left 
to resolve. 

I think it is obvious from all of the testimony today that there is 
a difference of opinion among farm groups and witnesses who have 
appeared about the appropriate level of Government support, the 
kind of export policy that we ought to follow, but I am encouraged 
that we are on the r^ht track in trying to do something quickly to 
improve the opportunities for farmers in this country to make a 
living. 

The outlook is bleak. We are confronted, as I think Mr. Gabbert 
pointed out, with Em actual crisis in agriculture, emd it has to be 
addressed, and I am as anxious as you are to hear the reaction this 
afternoon of the Secretary of Agriculture to these suggestions. 

Thank you vei^ much for your participation in this hearing. 

The hearing will be in recess until 2 o clock. 

[Whereupon, at 12:42 p.m., the hearing recessed, to reconvene at 
2 p.m.] 

AFTERNOON SESSION 

Senator Cochran. The subcommittee will come to order. We will 
reconvene the heEuing. 

We appreciate very much the Secretary of Agriculture, Mr. 
Block, being here to testify before the subcommittee on provisions 
that have been recommended to improve the opportunities for 
profit on our Nation's farms. 

liiis morning, we heard from several panels of witnesses, includ- 
ing commodity production group representatives, fEirmer orgEuiiza- 
tions. Members of Congress who have discussed with the subcom- 
mittee their views on legislative remedies and administrative ac- 
tions needed now to help put farming back on a profitable basis. 

We welcome you to the subcommittee. We know you were meet- 
ing with the Cabinet Council, and were unable to be the leadoff 
witness. We appreciate your coming this afternoon to give the sub- 
committee the benefit of your statement, and your observations 
about the l^^lative proposals that we have pending here in the 
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subcommittee, specifically the l^slation intnxluced by Senatw 
Huddleston and myself last Friday in the Senate and the other sug- 
gestions that are being made for consideration of the Congress and 
the administration. 

We have a copy of your statement for which we thank you. You 
may proceed as you wish. 

STATEMENT OF HON. JOHN BLOCK, SECRETARY, l-S. DEPART- 
MENT OF AGRICLXTURE. ACCOMPAMED BY SEELY LODWICK. 
UNDER SECRETARY FOR INTERNATIONAL AFFAIRS AND COM- 
MODITY PROGRAMS; WILLIAM G. LESHER, ASSISTANT SECRE- 
TARY FOR ECONOMICS: DAWSON AHALT. DEPUTY ASSISTANT 
SECRETARY FOR ECONOBaCS; ALAN T. TRACY. DEPUTY UNDER 
SECRETARY; AND WILMER D. MIZELL, ASSISTANT SECRETARY 
FOR GOVERNMENTAL AFFAIRS 

Secretary Block. Thank you very much, Mr. Chairman. I would 
apologize initially for not being here this morning when I hoped to 
be. I do feel that the time that has been spent in the interim has 
been well spent and very useful to all of us. 

I have with me today the Under Secretary for Intemationfil Af- 
fairs and Commodity Programs, Seely Lodwick, and on my left is 
Bill Lasher, Assistant Secretary for Economics, and Dawson Ahalt, 
Deputy Assistant Secretary for Economics; Cieputy Under Secre- 
tary Alan Tracy on my right, and Mr. Mizell is on my far right 
Senator Cochran. You just about outnumber us. 
Secretary Block. It may be necessary, Mr. Chairman. [Laughter.] 
As I suggested in my opening remarks, I feel that the morning 
was well spent. I did present this concept to the Cabinet Council 
for Food and Agriculture, to the President, and the Vice President 
this morning. It was very well received. Then shortly thereafter, 
around noon, the President chose to make an announcement ofd- 
cially endorsing his position, and this unique approach to helping 
solve our agricultural problems. 
With that I will go ^ead and proceed with the testimony. 
We all share a common interest in returning prosperity to our 
farmers. While the agricultural outlook is not bright, I believe that 
now is not the time to concede defeat. However, in dealing with the 
current situation, it is important that we recognize that the actions 
we take in the coming months will very likely shape the future of 
agriculture for several years to come. We cannot compromise the 
future of our farmers with shortsighted quick fixes. 

I realize that it is only naturid for each of us to point the finger 
of blame at someone else. The truth of the matter is that the fac- 
tors affecting the farm economy are complex and, for the most 
part, beyond the direct control of anyone, mcluding the Secretary 
of Agriculture. 

As I have said more than once, I would have waved my magic 
wand long ago to help in finding some solutions to our problems. 
We must seek solutions in a bipartisan spirit if conditions are to be 
turned around in the farm economy. 

Mr. Chftirman, in my remarks today I am going to first review 
the developments which have shaped our current farm problem. I 
have a few slides which I would like to share with you on this sub- 
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ject. Then I am going to discuss three policies that the President 
has recently endorsed. They are eui innovative program to reduce 
stocks and lay the groundwork for price and income strength in 
the future; a pr(^ani to share our abundance with the needy over- 
seas; and some changes in our farm pn^rams to ensure we do not 
stimulate increased production. 

Finally, Mr. Chairman, I would like to share a few of my 
thoughts on what the Government should and should not do to get 
agriculture moving again. In particular, I am concerned about cer- 
tain provisions contained in S. 3074, the "Agricultural Act of 
1982," which could be counterproductive in the long run. 

As we work together in examining actions that might be taken 
to improve the situation for our farmers, I believe it is critical that 
we understand recent developments. Several factors have come to- 
gether to cause the downward pressure on prices and incomes that 
farmers are now experiencing. 

Now let us turn the lights down a little bit and look at the 
slides. I 

If we could have a little less l^ht in here, the utility prices will 
be down a little bit. 

Today's farm problem is shown on the first slide. 

The second one indicates large supplies plus weak demand has 
given us low prices. 

Why are crop supplies so large? 

They are large because of many factors. They came to us during 
the decade of the seventies easy credit, heavy capital investment, 
rising prices and price supports, booming farm exports, and acre- 
age expansion. 

EASY CREorr 

I don't mean it has been just easy and unnecessary. I mesui that 
credit was not expensive during the decade of the seventies. There 
was a strong demand for commodities and farmers were there to 
expand their production plant to meet that growing demand and 
they had to borrow money to do it. 

Capital investment was heavy during the seventies, as you can 
see from the chart. It tapered off a little bit since 1978 or 1979. 

Prices and loan rates trended upward and that weis fine, but our 
safety net in agriculture generally stayed below the season's aver- 
age prices. It was not a problem for us then, but as you look at the 
rising loan rate, and unfortunately with declining prices they are, 
in fact, crossing right now. 

Agricultural exports soared during the decade of the seventies, 
both in value and volume. This is indicative of the strong demand 
that we face in the world. 

U.S. CROP ACREAGES EXPANDED 

Total cropland went up dramatically. It went up about 60 million 
acres during these yesas, the decade of the seventies. That is also a 
50-percent increase in crop etcreage. 

' See p. 148 for the charU supplied by Secretary Block. 
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Technology boosted yield per acre. I can look at the chart and 
tell you why those bad yetirs were bad. The year 1970 was a com 
blwht, and then there was a drought in 1974 and 1980. 

Wet weather pushed crop output to new peaks, dramatically high 
production in 1981 and 1982, unprecedented in our history. 

Now, al\ of a sudden, after all of the euphoria of the seventies 
that has put us in the mood to meet this huge demand — all of a 
sudden demand weakens. What has happened to us? 

It is a global problem, widespread recession, risii^ value of the 
dollar, instability in E^astem Europe, Mexico and elsewhere, emb^- 
go-related losses, East-West political tensions and unfair trade 
practices. 

This widespread recession has gripped the world. The industrial- 
ized countries with gross national product rates down to almost 
zero, and the LDC's also slumping with their growth rate. 

TTie rising doUeu- makes U.S. foreign exporte less attractive. I re- 
member a few years ago when the big concern was because the 
dollar was so weak. Now it is so strong that it is creating problems 
for us. Look at the dashed line that represents prices to foreign 
buyers. At the end of 1982, that dashed line is up about 125 or 130 
percent of the index. Yet, you know how low our f2irm prices are in 
the United States. But the price that importers pay remains high. 

Look back in January of 1981, and importers were paying far 
less, even though our prices were better, llie strength of the dollar 
has hurt our competitiveness in some cases. 

Instability has reduced our foreign exports to countries like 
Mexico, Euid they are not alone. In 1982 the demand dropped dra- 
matically. In 1983 the demand is going to be better, but it is going 
to have to be paid for by help from United States through guaran- 
teed loans because of the economic situation in Mexico. 

In Eastern Europe, that is a story unto itself. Their purchasii^ 
has been cut in half in 1982. It is not likely to be any better in 
1983. So you can see, consequently, that a growing market for us, is 
now suffering such severe economic problems that I am not sure 
where it is going to lead. 

We have seen charts on the embargo before — and I won't dwell 
on it — but I must say if you look at the far right-hand side, you cem 
see the gap between the U.S. share of the market and the total 
market, which is the top hne. Our share is certainly not anywhere 
near what it used to be. It used to be 70 percent and now it is 
maybe 30 or 35 percent, at the most. 

Senator BoscHwnz. What was that first dotted line? Was that 
when the first agreement came in? 

Secretary Block. Yes. And we held our relative position very 
steady until the embargo. Unfortunately, reedly, that is when we 
shot downward. All of a sudden that is when their needs exploded 
upward. Obviously there weis someone else in there to take advem- 
tage of the market and meet their needs. 

The European Ck>mmunity subsidies have expanded the Europe- 
ans' exports. In 1976 EC exports were about $12 billion, and now 
they are selling over $25 bulion abroad. Their subsidies have ex- 
panded accordingly, as you can see in the hatohed line there on the 
right. It is now about $7 plus billion a year to subsidize the mar- 
kets that the EC is penetrating. 
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The U.S. fanner, as you certainly can appreciate, is under severe 
stress from a series of problems. Weak world demand, reduced ex- 
ports, soaring stocks, depressed farm prices, 3 years of poor farm 
income, drop in farmland prices, costly credit, and solvency prob- 
lems. 

WEAK WORLD DEMAND 

The dashed line is a trendline. World demand has fallen below 
the trendline because of the series of problems that we talked 
about earlier. 

These charts are worth looking at a little bit. The soaring grain 
stocks. They are what really plague us. We have lots of reasons 
why the stocks are huge. We have had good weather and a strong 
dollar and so on. Yet we see stocks keeping the prices down like a 
stormcloud over our head. The huge, enormous stocks of grain are 
holding prices down today. Stocks are a blessing in the eyes of 
many countries, but when you have too much emd are running out 
of storage space euid don't know what to do with it, it becomes a 
liability almost, at least when in the hands of the Government. 

You can see co£u-se grain stocks at the left and how U.S. stocks 
have shot upward. World stocks accordingly went up, but the 
United States now holds over half the stocks of the grain in the 
world. That is just a huge burden for this country to carry for the 
world. On the right wheat is a similar story. 

Farm exports in dollar terms have dropped off in the last 2 years 
in value. We have held our own in volume. I think that is filmost 
miraculous, but certainly no exciting story. You see the dollar fig- 
ures have dropped off. 

Grain prices are depressed. You can see com and wheat from 
this chart and you can see how these prices have dropped to the 
very low levels that we have faced in the last few months. 

COTTON STOCKS 

In 1982 there were terrible storms and damage in Oklahoma and 
Texas but we are still raising more cotton than the world can use. 
Prices are falling below the target price line there, and that is cer- 
tainly a concern to all of us who are looking at the budget and 
looking at trying to keep farm progr2tm6 as stable and sound as we 
Cfm. 

Three years in succession of poor farm income. It is probably 
most s^ificant to look at the deflated line, which is the dashed 
line on the right. It shows you what that dollar will buy. It was not 
good in 1980, 1981, or 1982, and the prospects for 1983 are not 
really that exciting. As our outlook demonstrates, and that is why 
we are concerned about where we go from here. 

Interest rates have risen, but of course they are now comii^ 
down. That is an encouraging sign, but they are still higher than 
they should be, and we have paid an enormous price in inputs to 
agriculture suid passing interest on those loans. 

Rising farm debt creates solvency prd[>lems for farmers as they 
have increased debt. The debt though as a ratio to assets in agricul- 
ture has gone from 16 to about 20 percent, in a couple of years. The 
alarming part is how fast it has gone up. Also there are some farm- 
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ers that have a debt-asset ratio that is much worse than the aver- 
age, and those are the ones that are in the biggest trouble. 

This chart on land valves shows a couple of things. It shows that 
farmland values went up dramatically during the seventies, but 
that was a product of the euphoria and the anticipation of that 
decade, and probably was a little out of hand. I don't think anyone 
would argue that in a lot of ways. But now they are coming down, 
and this is alarming to us also, to see the break. 

It certainly might not be healthy to see them go up at the rate 
they were going up in the past, but it is alarming to think they 
would come down very much. Land values represent the asset base 
from which farmers underwrite agricultural lending. 

Now, finally, in terms of the U.S. Government, what does all this 
mean? It means that the way the farm pr(^ams are written and 
the way they function, it means that the cost of the farm program 
skyrocketed in 1982. And it probably could be worse in 1983, and in 

1982 it was more than 2^ times what it was in 1981. 

So this puts us in a position where we really must be looking for 
some solutions to the problems in agriculture of low prices. Yet a 
farm program in no way, under current circumstances, can buy 
prosperity to take us out of our current problems. 

As can be plainly seen, the problems we face involve huge stocks, 
weak demand, and successive yeare of lai^e production. Thus, the 
key to improved price and farm income prospects for future years 
is to take the necessary steps as soon as possible to get supplies 
more nearly into balance with demand. It is essential that in 
taking action that we not fall victim to the temptation of simply 
legislating near-term prosperity through higher price supports or 
other rigid nonmarket actions. Yielding to such temptation will 
only encourage farmers to produce more at a time when the 
market is strongly signaling the need for less. 

To effectively deal with our current farm problems we must take 
actions aloi^ several fronts. I am going to discuss the proposals 
that the President has endorsed today. Basically his proposals fall 
into three categories: increased flexibility to implement a pay- 
ments-in-kind program; authority to make international donations 
of CCC stocks to the needy countries; and the authority to main- 
tain target prices at 1983 levels in subsequent years. 

Among the many proposals that the Department has been con- 
siderii^ Is one calling for payments-in-kind to farmers who agree 
to reduce their production beyond what is called for in the 1983 
programs for wheat, corn, soi^hum, rice, and upland cotton. It has 
somehow become known as PIK. I wanted to call it STRAC, but 
somehow PIK seems to work better, so use either name you want 
to use, I guess. The basic idea of PIK is that farmers are offered an 
amount of commodity as payment for reducing additional acreage. 

The PIK approach has several appealing and unique features: 

First, production can be reduced beyond that expected under the 

1983 programs for wheat, corn, sorghum, rice, and upland cotton, 
and thus bring supply back into closer balance with demand. 

Second, stocks can be reduced at the same time that production 
is cut back, lessening the overhang on the market at harvest next 
year and enhancing the prospects for a market-led recovery in 
farm prices and incomes in future years. 
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Third, the availability of market supplies will be maintained, sig- 
naling to exporters and importers that the United States fully in- 
tends to remain a reliable and consistent supplier when production 
adjustments are made. 

Fourth, Government outlays for domestic farm prc^ams {e.g., 
loan volume, storage payments, deficiency payments) should de- 
cline. That last chart you just saw, loan volume, storage payments 
and so forth, could come down. 

Fifth, the PIK program, unlike other emergency measures, is 
self-terminating when excessive stocks have been worked off. That 
is what fuels the growth. 

Sixth, farmers would have the same or greater net returns while 
stocks are being reduced. 

Seventh, sound conservation practices would be applied to a 
la^er amount of acreage. Likely the land taken out would be the 
most fragile land. Farmers do that, as we know, and this land 
would be put under conservation practices. 

Eighth, storage space problems would be lessened, and we are 
just about at the limit on storage in this country. 

Now, I think you can appreciate why I am giving serious consid- 
eration to implementing such a progrsun. The concept is sound, but 
the administration of such a program presents a challenge to the 
Department. 

Basically, a PIK program would be composed of two complemen- 
tary activities. First, there is the matter of encouraging farmers to 
participate in an additional acreage reduction program. In return 
for their participation, these farmers would be provided an amount 
of commodity as compensation for reducing acreage. 

You understand, you won't have to give a bushel to get a bushel 
out, because the farmer won't have to plant the crop and fertilize it 
and so on and so forth. Many crops, like wheat, have done a lot of 
this, so it will take a latter amount to get the reduction. 

With lower costs the producers could achieve the same or greater 
net returns by marketing fewer bushels. The actual value of the in- 
kind payment would depend on how and when a farmer chose to 
market the commodity received— just as it would on saiy commod- 
ity actually produced. 

The second aspect of the PIK program involves the acquisition of 
suflicient stocks to make the necessary payments-in-kind. These 
stocks would most likely come from the farmer-owned reserve 
[FOR], with existing Commodity Credit Corporation [CCC] holdings 
and regular loan stocks utilized if necessary. Arrangements would 
be made to tremsfer ownership of the stocks through the PIK pro- 
gram. I would anticipate that in many cases the same farmers who 
hold FOR contracts would also participate in the PIK progriun, 
making the transfer of in-kind commodities fairly straightforward, 
realizing they already hold stocks. 

Let me be more specific about some of these means, as we envi- 
sion it, and I want to emphasize that these are only our thot^hts 
at this time. We have an open mind, and we have tried by making 
this whole program and developing it with farm groups and with 
Members of Congress, hoping that with your help we can avoid any 
pitfalls that there may be, because we are chiirting some new 
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waters here. There isn't anything set in stone at this time, and you 
can be helpful. 



We think that such a program should only be necessary for the 
1983 and, perhaps, the 1984 crop years. It could be added to the pro- 
grams that are otherwise announced for wheat, feed grains, rice 
and upland cotton, put this on top of it. 

EUGIBILTTY 

As already noted, a PIK program would be offered to supplement 
the announced programs for wheat, feed grains, rice, and upland 
cotton. To avoid the usual slippage which results when farmers 
place their less productive land in any type of reduced acreage pro- 
gram, we would propose to make participation in PIK conditional 
on participation in the regular program. This should ensure the ef- 
fectiveness of the PIK program in reducing production. 

Our current thinking is to pursue two options on the PIK pro- 
gram. As the first option we would offer producers a replacement 
rate expressed as a percent of the program yield and allow farmers 
to withdraw an additional 10 to 30 percent of their base acreage. 

Start with the acreage reduction program. The farmer must par- 
ticipate in it. If he wants to do more, he can put in additional acre- 
age up to 50 percent. This additional amount, from 20 up to 50, 
except for cotton — and that is from 25 up to 50 — that additional 
amount will be the PIK part. That is the part he will get a pay- 
ment-in-kind for. This would provide for up to 50 percent of the 
basic acreages of wheat, corn, sorghum, rice, and cotton farms to be 
withheld from production. 

The actual acreage withdrawn under the PIK would be an indi- 
vidual farmer's decision. In one county we could still end up with 
50 percent of the acres out. So you would only get half of the acre- 
age out in any one county. Certainly no county or very few coun- 
ties would go 100 percent with the program. 

We are also considering a second option, the possibility of allow- 
ing an entire base acreage for a commodity to be withheld from 
production. This would be particularly relevant in counties where 
acreages withdrawn under the 10- to 30-percent PIK were relative- 
ly small, and if such a whole-base PIK were established, we would 
most likely operate on a bid basis. Farmers would tell us how many 
bushels per acre of an in-kind commodity would be required to get 
them to participate. If sufficient acreage was not obtained through 
the 10- to 30-percent ofier, and that is the first offer on top of the 
regular acreage reduction program, we would go to that county and 
look at the bids, and we will take the best bids and take enough 
more acres out to get the reduction we want in that county, but not 
exceed probably 50 percent. 

We would set some kind of level. We don't want to close down 
agriculture in any county. We have got to keep enough activity in 
that county. 

Acreage withdrawn under a PIK program would have to be de- 
voted to conservation uses. Some producers will already have plant- 
ed their crops by the time a PIK program could be announced. It is 
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anticipating that haying and greizing would be permitted on such 
acreage involved. It is likely summer fallow rules would apply. Any 
land entered into the PIK pr(^2un as part of a fallow rotation 
must not have been cropped in the previous years during summer 
fedlow. It must not have been cropped in the previous year. Finally, 
cross and offsetting compliance would probably not be required. 

Compensation is always important if we are going to get partici- 
pation. As already noted, farmers would receive an amount of com- 
modity in return for additional acreage idled under a PIK prc^am. 
The amount of commodity to be received per acre idled would be 
computed according to a uniform percent rate multiplied times the 
farm program yield. 

The offer rates would be established as an incentive to encourage 
participation. Thus, for example, a corn farmer with a farm pro- 
gram yield of 100 bushels per acre would need to evsduate his costs 
of production on the acre and his expected return on 100 bushels. If 
he feels that the quantity offered per acre based on a percent of his 
program yield will provide him with the same or greater net re- 
turns when he sells it, he will idle his acreage. 

Let me stress that at this point that these rates have not been 
firmly established and are subject to change. Our analysts are 
trying to figure out the appropriate rate to get the kind of jiartici- 
pation we want. Any 2onount less than 100 percent would ensure 
that less grain would be placed in the market through the program 
than would otherwise have been produced. We understand that we 
are not going to be giving 100 percent of the grain. If a farmer 
takes 1,000 bushels of production out, we are not going to give him 
1,000 bushels. We might give him 750 or whatever we can figure 
out that is necessary to get him to cut that production. That means 
in the end result there won't be more grain on the market than 
there would have been. There will be less. 

Each PIK participant would receive a certificate of entitlement 
for the calculated amount of commodity. This certificate would ef- 
fectively transfer ownership of the ciculated Eimount of wheat, 
feed grains, rice, or cotton to the participating farm, so he has a 
certificate and has ownership of that commodity. 

REDEMPTION OF CERTIFICATES 

We all want to get paid. The certificates would be issued effective 
sometime sifter the first day of the marketing year for the commod- 
ity in question. In the case of corn, for instance, this would be Octo- 
ber 1, 1983; for wheat it would be June 1, 1983; and for rice and 
cotton it would be August 1, 1983. At that point ownership of the 
commodity would be transferred to the farmer. 

He takes ownership at about harvesttime so the commodity 
doesn't come on the market early and disrupt the market. It comes 
on about harvesttime, when he would be getting it anyway when 
he was harvesting his crop. 

The commodity would be owned by the farmer who would be re- 
sponsible for any meu-keting decisions emd for accrued storage 
charges. He has a certificate. He is responsible for it. He can sell it 
when he wants to, and he pays storage charges. 
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The physical transfer of the in-kind commodity to the PIK par- 
ticipant would, of course, be affected by locationB. Physical transfer 
would make greatest sense in those cases where FOR or CCC stocks 
are available locally. The easiest situation to deal with would be 
where a farmer currently holds a FOR contract and chooses to take 
his own grain as payment for participation in the PIK pri^ram. 
Beyond this, some reasonable definition of a local area will be de- 
veloped to carry out physical transfers of PIK commodities. 

In those cases where insufficient CCC or FOR stocks are availa- 
ble locally to meet the needs of the PIK program, the CCC would 
have to oner the farmer other options. For example, a farmer could 
assume ownership of his commodity at the location where it is 
stored. It would then be up to the farmer to arrange for the sale or 
further storage of his commodity. Alternatively, the CCC could 
agree to sell the PIK participant's in-kind commodity, the dollar 
value received by the participant being that which prevailed in the 
local area of the participant at the time of the seile. Other options 
are certainly available. 

The easier situation to set up involves farmers already in the re- 
serve or those who have a CCC loan. They can take ownership of 
their own grain, so it is already with them. They can feed it to the 
hogs or sell it. If it is a loceil elevator there is no problem for them. 

The other emd more difficult situation is where there isn't 
enough grain in a given community to satisfy the participants of 
the program. In those cases we are proposing to give the farmer a 
certiflcate. 

He cem't go and say, "Well, sell my com at the elevator." It is 
not there. So what we do is, we will have a pool of grain, as we 
already do, for example, in the farmer-owned reserve elsewhere or 
in CCC ownership. He will go to the local CCC office or local eleva- 
tor and say, "I have decided today to sell my grain" or ". . . half 
my grain.' The elevator operator will contect an elevator with 
grain and they will sell the amount of grain for him that day, right 
away, and he will be paid. 

Now, the question is, you are going to say, "How much do I pay? 
What is the market?" The market he will be getting is his local 
market and it will be posted at the AFC office there. 

Now, grain will have to be sold someplace but it won't be locally 
because there isn't sufficient grain avmlable locally. Grain will be 
sold somewhere in the United States, and if there is a differential, 
CCC will have to make up the difference. 

Whether we win or lose on it, I don't know, but grain will be sold 
someplace. Sales should occur across the country so that markets 
won't be disrupted at any place, because this is obviously not a 
good idea. We think if we have grain scattered enough across the 
United States that the prt^am will work. 

As you know, the idea of a PIK prc^am has been floated before 
a variety of farm groups. Members of Congress £md others. The re- 
ception has been extremely positive. I am thus convinced that the 
time is right for this innovative approach to bringing supply into 
balance with demand and stocks back under control. 

I know, and other farmers know, that we will not restore pros- 
perity through the marketplace until stock levels are reduced. 
These stocks hang over the market Uke the dark clouds of a 
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summer thunderatorm. In assessing the implications of PIK we 
must be clear about its purpose — it is a means of working off stocks 
while also reducing production and building a base for a future eco- 
nomic recovery in agriculture. 

It is urgent that we move ahead with the PIK program. Some 
farmers have already planted crops for next year. Others will be 
planting soon. If we decide to use this approach, I would very much 
like to make an emnouncement on PIK as soon as possible. 

The PIK pr<^am that I have described to you can largely, if not 
totally, be carried out under existing authorities available to the 
Department. There are two areas, however, where legislative assist- 
ance would be helpful and clarify matters. As you know, the CCXI is 
required under proviaiona of the 1981 Farm Act to not resell any of 
its stocks for less than 110 percent of the current farmer-owned re- 
serve trigger prices. While there may be ways for us to deal with 
this problem, it would be most efficiently handled through a legis- 
lative exemption covering stocks distributed under a PIK program. 

A second problem concerns the payment limitation provisions of 
the 1981 Farm Act. This would limit participation by many farm- 
ers who would otherwise be willing to put 10 to 30 percent, or per- 
haps their entire base, under the PIK program. While in-kind pay- 
ments may not be subject to this limitation under current law, a 
legal clarincation would be helpful. 

INTERNATIONAL DONATION OF CCC COMMODITIES 

The United States has been blessed with the ability to produce 
agricultural products beyond its own needs. With so many hungry 
people in the world it seems only reasonable — in fact, responsible — 
that some of this bounty be shared. 

We will need Congress to give us the authority to distribute sur- 
plus CCC grain stocks to the needy in other parte of the world. Au- 
thority should be granted under section 416 of the Agricultural Act 
of 1949, as amended, to distribute stocks of wheat, feed grains, rice, 
and other commodities. It should be extended to eillow distribution 
of other commodities. Such authority was recently provided for sur- 
plus CCC dairy products. It should be extended to allow distribu- 
tion of other commodities through public £md nonprofit private hu- 
manitarian organizations. 

To assist in such donations the CCC should be authorized to pay 
for any necessary repackaging, transportation, hauidling, and relat- 
ed charges. These donations would be in addition to Public Law 480 
and other forms of U.S. aid already in place. Also, if the pn^ram is 
implemented, the commodities would be targeted in a way that 
does not compete with commercial SEiles abroad. 

MAINTAIN 1983 TARGET PRICES 

The 1981 Farm Act memdates that the target prices for wheat, 
feed grains, rice, emd cotton be increased each year over the life of 
the act. While these increases may have seemed fairly reasonable 
in the context of the rapid inflation of 1980-81, we have seen dra- 
matic improvement in reducing the rate of inflation. The mandated 
increases in the target prices now provide incentive for production 
increases at a time when moderation is needed. Production costs 
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only went up 3 percent in 1982, and they may not go up at all in 
1983. We must make sure that after stocks are reduced significant- 
ly we do not have price supports and target prices that would get 
us back into the same situation we are in today. 

Thus, the Secretary of Agriculture needs the authority to deter- 
mine the appropriate target level, but not lower than 1983 levels. 
They are also set for 1983, you understand. We are not proposing to 
do a thing there, but for 1984 we should have authority to hold 
them where they look appropriate. 

government's role in agriculture 

We are now at a crossroads for the American farmer. Current 
slow economic growth in the United States and the rest of the 
world and instability in export markets have combined to create 
difficult times. However there are some effective things that Gov- 
ernment can do to help farmers help themselves. 

With that in mind, I would like to comment on S. 3074, recently 
introduced by members of this subcommittee to help the farmers' 
dilemma, and then proceed on to some of my own thoughts on 
what role Gtovernment ought to play in assisting farmers through 
these difficult times. 

S. 3074 consists of essentially three parts: Mandatory acreage re- 
duction for the 1984 crops of wheat, feed grains, upland cotton, and 
rice, combined with higher minimum loan levels starting with the 
1983 crop; authority for a PIK prt^am; £md authority to use com- 
modities acquired by CCC, through its price support operations, to 
increase agricultural exports. 

I believe it is premature to begin establishing mandatory acreage 
control programs for the 1984 crop before the 1983 crop is planted. 
Many highly variable factors affect agricultural production. Al- 
though the United States experienced record harvests the past 2 
years, who really knows how long this will continue? In addition, 
incentives to participate in the 1983 commodity pr(^ams are much 
more attractive than for the 1982 programs. Legislating rigid acre- 
age control programs so far in advance seems certain to invite 
trouble. We have only to look at the dairy prc^ram laid out in the 
1977 Farm Act for guid2uice on how rigid programs can get you in 
trouble over time. Moreover, such provisions signal to the rest of 
the world that we are more than willing to be the shock absorber 
for the world — so why shouldn't they produce more? 

Increased minimum loan rates are totally inappropriate at this 
time. They would quickly price our commodities out of the world 
market, a lesson we should have learned in the fifties. Moreover, it 
must be remembered that while the United States has attempted 
to reduce its production, other exporters have actively increased 
their acreages — a situation that would surely be encouraged if loan 
levels were increased. Increasing loan rates would also lead to re- 
duced exports, at a time when we are desperately trying to in- 
crease them. Clearly, any increase in loan rates must be strongly 
resisted. 

Provisions of S. 3074 allowing the establishment of PIK for use 
as im incentive to reduce production are obviously in keeping with 
my proposal. As I have noted, not only does such a prc^am reduce 



D,oilizB<:byGOO<^le 



market so badly. However, the PIK provisions in S. 3074 are too 
rigid and hold the potential of undermining the administration of a 
PIK program. Establishment of a PIK base and the insistance that 



PIK commodities be physicedly located in the same county as the 
participating farm are far too rigid to be accepted by farmers. 

Requiring a PIK base unnecessarily complicates the program, 
making it more difficult for farmers to understand. The location re- 
quirement assumes CCC stocks are evenly distributed throughout 
producing regions and that producers would prefer PIK greiin locat- 
ed near the farm rather than at the point of sale or export loca- 
tions. 

S. 3074 obviously is motivated by the pressing need that we all 
feel to help farmers, and I commend the authors for getting some 
of the issues out on the table. However, there are some things the 
Federal Government should do and many that the Federal Govern- 
ment should not. 

The farmers' No. I market is the domestic commercial market. 
The condition of that market depends to a great de£d on the 
strength of the economy. Thus, the first priority of Government is 
to help build and maintain a vibrant, strong, sound, and expemding 
job-making economy. 

We have made a good start in the past 22 months. The 1980 in- 
flation rate of 13 V^ percent has been cut to about 5 percent. The 
prime interest rate of 20 percent or more in 1980 had been cut to 
below 12 percent. In September, the prices that farmers paid for all 
commodities — including services, interest, taxes, and wage rates — 
were 3.3 percent higher than a year earlier, compared with a 12- 
percent increase during 1980. 

The Government has a role in helping farmers make temporary 
economic adjustments during difficult times. We can help feu'mers 
adjust production. We are offering farmers loams on their crops to 
help carry them over harvest gluts and periods of unusual produc- 
tion. We will have provided a record $12 billion in financial assist- 
ance to farmers in fiscal 1982; $6 billion of that in the form of com- 
modity-secured loans. However, there is a limit. 

We can help farmers insure against natural risks with an agges- 
sive corp insurance program. We have such a program in place and 
continue to make improvements. In addition, we can do more to 
emphasize research on new uses for farmer products. 

Farmers' No. 2 market is the export market. The rules of inter- 
national trading are set by governments. So our Government has a 
responsibility to help American farmers capitalize on their efficien- 
cy by working to keep international agricultural markets competi- 
tive; to reduce or eliminate trade restrictions; and to counteract 
subsidized farm exports where American farmers must compete 
against foreign treasuries. 

Where our Government is not successful in freeing up trade, re- 
moving obstacles, or reducing foreign export subsidies, we need to 
be strong and ever vigilant. I favor using a greater share of our 
available public funds in aggressive programs to expand exporte. 
Recently, I announced a 3-ye£u- $1.5 billion "blended credit' pro- 
gram to expand agricultural exports through lower interest rates 
on those exports. And we are analyzing other programs to increase 
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exports. But just exporting more will not rid ourselves of the cui^ 
rent problem. Our stocks are too large. We must attempt every 
way to sell more. 

I don't think the American public wants the Government to sit 
by while our farm exports suffer. E^rery American has a stake in 
farm exports, since those exports create a favorable balance of 
trade that compensates for our deficits in industrial trade. In addi- 
tion, every $1 billion in eigricultural trades creates an additional $1 
billion in U.S. economic activity. And that means jobs — 35,000 jobs 
for each additional $1 billion in exports. 

Finally, we must retain our credibility as a reUable supplier. 
That reputation has been tarnished only by our Government, not 
by feu'mers and their ability to produce. This administration has a 
strong policy to support farm exports. That policy will be meiin- 
tained. 

I urge you to join me in tackling the economic problem facing 
farmers today. We can get the job done, but only if we work tc^eth- 
er. The challenge is before ua, we must meet it t(^ether for our 
farmers and the agricultural economy. Agriculture is the Nation's 
greatest strength. Prosperity must be restored. 

Finally, I would say I have made a strong effort to attack this 
problem on a bipartisan basis. I met with farm organizations and I 
met on the Senate and House sides, both in a bipartisan fashion, to 
talk about it, because I think the problems we face are too serious 
for us to play politics with, and I am sure that is your attitude also. 

We have an open mind in the Department of Agriculture. If 
someone has a better idea, please bring it forward. If you think 
there are some changes we should be making in our suggestion, 
bring those forward. 

We have an open mind to that. Frankly, I think it is the only 
game in town where we can use a liability and turn it into an 
asset, and turn agriculture around eventually, and at the same 
time not be costing the Federal Government more money. 

Thank you, Mr. Chairman, for your time. I appreciate your inter- 
est. 

Senator Cocmhan. Thank you, Mr. Secretary. We appreciate your 
statement and your presenting it to the committee this afternoon. 

I have several questions, but in view of the fact we have mem- 
bers here who have other commitments elsewhere on the Hill and 
here in the Senate today, I thinkJ will wsiit until those questions 
have been zisked before I proceed personally with my questions. 

Senator Helms. 

The Chairman. I have a letter here from several farm organiza- 
tions which recommends that Congress withhold action on the pro- 
posed PIK program until 1983. Have you seen this letter? 

Secretary Block. No, sir, I have not. I heard there was a letter. 

The Chairman. What is your reaction to it? 

Secretary Block. First of all, I think it would be a mistake for 
agriculture — the longer we wait, the less Bkely it is going to be 
that we can get heavy participation, and, after all, what we w£mt is 
participation. 

Furthermore, farmers will be plowing in Southern States almost 
before you know it, certainly before the Congress is reorganized 
and back in action next year. You know, the further we go, the 
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more difficult it is going to be to get participation. Farmers like to 
know ahead of time what the game plan is. I just think it would be 
a mistake to wait, Mr. ChairmEui. 

The Chairman. What would the effect be on market prices and 
Government outlays and movement of commodities if there were 
no PIK program? 

Secretary Block. I think I would ask Assistant Secretary for E^co- 
nomics Bill Lesher to comment on that. 

Mr. Lesher. We really think, quite honestly, that until we work 
off the size of stocks we have r^nt now, prices are not going to re- 
cover very much at all. When you talk about the United States car- 
rying over 50 percent of the world's grain stock, over 150 metric 
tons of grain which is more than we export in 1 year, we think the 
stocks have to come down before you are going to get any price re- 
covery. 

We think even if a large PIK program is announced and operat- 
ed for the 1983 crop, that there may not be that much significant 
increase in prices, perhaps 5 percent, something of a modest 
nature. 

What we do feel is that it will set an environment for later on 
for farmers to have a chance. Farmers know about this great 
mountain of grain hanging over their heads, and until we can get 
it down, the price is just not going to come up much at all. 

In 1984 emd 1985, and beyond, if you can get these stocks down, 
sure, I think prices EU'e going to be much higher than they would 
have been otherwise. You cannot carry out 2 billion bushels of corn 
in the farmer-owned reserve and have price strength. It just isn't 
going to happen. 

As far as cost to the Government, I think it can save the Govern- 
ment some money probably in 1983. I think it would be more sig- 
nificant in 1984-85. We are pretty much committed to certain costs 
in fiscal year 1983. Perhaps from fiscal year 1983 to the fiscal year 
1985 time period you may save as much as $3 to $5 billion in costs. 

A lot of that, Mr. Chairman, would come from savings on paying 
storage and [laying interest on a huge pile of grain right now. That 
is a significant cost to the Federal Government. 

And also in 1984-85 when you get the stocks down, you are going 
to get higher prices. Higher prices mean less loan activity and less 
deficiency payments. 

The one thing that economists are not very good at is at issue 
here. That is, what does the mountain of grain really do to prices? 

We know it has an impact. I believe it has a significant impact, 
but it is awfully hard to quantify. We can give you directions. You 
are going to save the Government money, perhaps as much as $5 
billion from fiscal year 1983 to 1985. You are going to have perhaps 
modest price strength in 1983, maybe a 5-percent increase in aver- 
age terms, and in 1984-85 you will have an environment to get 
much larger increases. 

The Chairman. I guess the Secretary pretty well summed it up. 
This is about the only game in town. 

I join you, sir, in as^ng anybody who has a better idea to let me 
know as well. 

I was reading something the other night that added to my feeling 
that the world today is just one series of anomalies after another. 
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This showed that mare than half of the people ever burn in this 
world since the beginning (^ time aie alive today. 

We read iibout hunger and a huge populatitHi, yet we are worried 
about overproduction and the impact that it is having. It seems 
ironic to me, but I will set that aside and talk as a North C^n^in- 
ian. 

North Carolina produces a lot <^ com, Mr. Secretary, but all of 
it, plus the com we buy from other States, all of it is fed to our 
pork and poultry industries. 

How would the PIK program work for grain farmers and feedeis 
in grain-deficit States such as mine? 

Secretary Block. Well, certainly, I would expect there would be 
some participatioa in your State, as I would like to see somewhat — 
not absolute, but somewhat — uniform participation across the 
country. 

The objective is not to — we want to avoid taking too much land 
out in any one State or county, because it would be disruptive to 
the local economy. 

I would say that there will be some taken out there, and prob- 
ably I would expect it to be somewhat similar to many other 
States. It would mostly be speculation, but I think that is the way 
it would be. 

Prices in your State, because of the large demand for livestock, 
will, I think, run higher than in some other States. So in Tennessee 
the people might be more apt to want to raise it than they would 
be otherwise, but yet they will get the payment at the local price. 

So I think it will kind of balance out. 

Does anybody have any different idea on that? 

Mr. Lesmkb. No. I think you probably may have some participa- 
tion. But you would not necessarily run out of com for your feeders 
because the flow of grain would still go among States just like it 
always has. 

The base price, the national price, would probably be higher, so, 
in fact, com prices in North Carolina may move up just aa they 
would in other States. 

The Chaisman. Well, we will see. 

Mr. Lesher. We will see. 

Secretary Block. There are some unknowns. 

Senator Cochran. I will recc^nize Senator Dison, who has a 
commitment somewhere else now. 

Senator DrxoN. Thank you, Mr. Chairman, and I ask the commit- 
tee to forgive me for imposing on their time, and the Secretary for 
our mutual friend, the Governor of Illinois, is in my office right 
now. I have to meet with him. 

Mr. Chairman and members of the committee, I would, first, like 
to compliment the Secretary on a bright and innovative, new idea. 
There are not that many of those round here, I have observed in 
my time here. 

It addresses the problem of the surplus that we have facing us in 
this country, and while I certainly have some reservations, as I am 
sure all members of this committee do, I want to hear all the evi- 
dence and ask all the questions necessary before I come to my con- 
clusion. I certainly want to congratulate my friend for his excellent 
presentation to this committee and, Mr. Qiairman, I will be back 
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shortly, but before I leave, I wanted to indicate to the Secretary 
that upon my return I will ask some questions. I think his thought- 
ful idea is very valuable to this committee, to agriculture, and to 
America. 

Senator Cochran. Thank you, Senator. 

Secretary Block. Give my best to the Governor, please. 

Senator Cochhan. Senator Huddleston? 

Senator Huddleston. Thank you, Mr. Chairman. 

Mr. Secretary, I am very pleased that you made it up today and 
that you have expounded somewhat further on the idea that you 
had exposed some weeks ago to some members of the Agriculture 
Committee and others relating to the payment-in-kind program 
find the other comments you have made. 

I would just echo from this side of the table what you said during 
your presentation, that we do need a bipartisan effort to resolve 
the problems that we are confronted with. I can assure you that 
those of us over here are interested in the best possible plan, imple- 
mented as aggressively and as rapidly as possible to meet some 
very serious problems that we see out there on the farms of Amer- 
ica. We will certainly join with every effort that we think it is pos- 
sible to do that will lead in that direction. 

We may have additional ideas of our own, and we may disagree 
in some respects with some of those that have been advanced by 
you, but in the final analysis I think we will find that we will sup- 
port any reasonable effort to improve the farm situation as it exists 
at the present time. 

There has been a great deal of interest suggested in this pro- 
gram. We have had a number of questions today about them. I am 
wondering, first of edl, if you have any comparative cost f^res as 
far as to the Government in the program, as you have outlined, 
and the prc^am that is already in place as far as crop diversion 
and other support prt^ams. 

Secretary Block. You are comparing the current pri^ram, the 
acreage reduction, with the PIK program? 

Senator HunnLESTON. Right. 

Secretary Block. Well, it is entirely different, because in one 
case we are spending outlays out of the Treasury and in the other 
case we are using commodities. 

Senator Huddleston. Which is an asset as well. 

Secretary Block. Yes. It is either a liability or an asset. It is Em 
asset, but it is not a very desirable asset to keep it from deteriorat- 

Senator Huddleston. Do you have any figure about how much 
less there would be, how much less money would have to be appro- 
priated? 

Mr. Lesher. As we found out during the 1981 farm bill, Senator 
Huddleston, how difficult it is to estimate costs either one way or 
the other. The figure I mentioned is a very gross one, the $5 billion 
over 3 fiscal years, and the benchmark v/as that if we continued to 
operate the program, the same acre^e reduction programs and the 
same diversion programs that we have in place with the 1983 crop 
over the next 3 years versus adding on an additional PIK program. 
This is very gross, but we think you may be able to save up to $5 
billion over those 3 years. 
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Senator Huddleston. What is the experience with the 1983 di- 
version program sign up for the farmer-owned reserve, the advance 
payment program? How many are signed up? 

Secretary Block. We do not have the details. We could try to 
make that available. 

Mr. Lesher. We have November 24, a press release, that goes 
through State by State, commodity by commodity, and the percent- 
ages of those signed up for 1982, and we can provide information to 
you on the early signup for 1983. 

In general terms. Senator, the signup has been quite healthy in 
the prc^am, and we can get you that. Would you like for us to 
provide that to the committee? 

Senator Huddleston. Yes. 

Mr. Lesher. Fine. 

Senator Huddleston. I was pleased you did not propose an 
actual reduction in the target prices. What are your anticipations 
as far as loan rates are concerned? 

I know you oppose the loan rate provision that is in the bill, S. 
3074. 

Secretary Block. As I look at the loan rates now, I would not 
propose to change it. I don't personally feel that the loans are cre- 
ating as much of a problem. The loan to me, as always, served as a 
safety net and a means of providing for borrowing money and get- 
ting farmers some collateral to operate with. 

Senator Huddleston. Does it not also have a tendency to im- 
prove the market price? 

Secretary Block. It can improve the market price, but we do not 
want it to improve it with higher loan rates. We want the market 
to be above the loan. That is what concerns me. 

Right now we have market prices down floating with the loans. 
We need the market prices to float above the loans. I will feel 
much more comfortable once we get there, and I am sure you will, 
too. 

Senator Huddleston. I am trying to get the ox out of the ditch 
right now. 

Secretary Block. I am, too. 

Mr. Lesher. When you talk about the loan rates, it can have a 
double effect, both negative, concerning the ability for us to export 
our products. On the one hand you signal to the rest of the world 
that, in fact, you are willing to be sort of a shock absorber of the 
world, providing stability around the world. So our competitors will 
say, "Hey, let's go and increase production." At the same time if 
loan rates are set too high you hold prices for the market too high, 
you have got to sell to a market, and, in fact, if loans are too h^h 

{'OU may hurt your exports. If you moved that loan rate up to 
Bvels that woiild interfere with exports and perhaps if you got 
them awfully high, more land would move into production. 

Senator Huddleston. What about exports? You do have some 
provisions there. You have enacted a blended export credit pro- 
gram over 3 years. 

Secretary Block. Yes, sir. 

Senator Huddleston. Under the authority given under the rec- 
onciliation bill, what is your position about fully implementing amd 
financing the revolving export credit fund? 
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Secretary Block. Senator, my observation is that we have availa- 
ble funding. We can move a lot more product through volume and 
tonnage and dollar volume through the blended credit-type pro- 
gram, 

With $100 million we can almost move $300 million worth of 
product, and we think there is mostly additionality. We are very 
encouraged with this program, and it would be my opinion that we 
could use more money in the blended credit-type program. 

I am not really against the revolving-tyjje credit fund, but, frank- 
ly, if you have so much in it that you use it, and it is gone, but this 
blended program — we multiply the use of it because we take the 
direct credit and tie it in with guaranteed credits. 

Senator Huddleston. You already see a relationship between in- 
creased sales and increased utilization? 

Secretary Block. Yes, sir. Go ahead. 

Mr. LoDWiCK. Already there has been $88 million committed out 
of the $100 million. 

Senator Hudoleston. You will need more money then, will you 
not? 

Mr. LoDWiCK. We committed $100 million right away. It has gone 
along and we haven't used it altogether, but it is very popular. 

Secretary Block. We could use some of the other $75 million, too. 

Mr. LoowicK. In talking in Algeria yesterday with the man who 
has to do with purchasing commodities, he indicated one of the 
things they look at closely is the fmancing terms. He also indicated 
the matter of subsidy was a very, very common practice among the 
nations that are supplying Algeria the commodities today, particu- 
larly as it relates to financing. 

Senator Huodlbston. I think the Appropriations Committee is 
probably right now considering whether to give you some addition- 
al funding. It sounds like it is working well. I hope you accept it 
and use it aggressively. 

Questions were asked this morning by various people, one on the 
payment-in-kind certiHcates. Can that, f^ain, be placed under 
loems? 

Secretary Block. No, sir. Once you take the grain, you cannot 
put it back under loan. 

Senator Huddleston. Would you specifically prohibit that in a 
plan of this kind? 

Secretary Block. Yes. 

Senator HunnLEsroN. We are, of course, creating a marketable 
instrument again in certiflcates. We also create throughout the 
country various brokerage offices dealing with those things, wheth- 
er it is the ASCS office or whatever. What is the person going to do 
with his certificate if he wants to sell it? 

Secretary Block. Certainly it could be merchantable, and could 
be used as collateral and he could get a loan at the bank. That is 
no different than a farmer who has a bin full of grain. That is col- 
lateral to get a loan from a bank. 

He could prepare an instrument that he could sell to someone 
else and they would have the ownership of that bin full of com or 
rice or wheat. 
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Senator Huddleston. Then as soon as the person gets the certifi- 
cate, he is responsible for the storage costs and the transportation 
costs? 

Secretary Block. Yes, sir. 

Senator Huddleston. Is it your 

Mr. Tracy. Not as soon as he gets his certiiicate, sir, but as 
soon as the certificate is redeemed. 

Senator Huddleston. Is there a specified period of time he can 
redeem it? 

Mr, Tracy. During the marketing year. For com, he could not 
redeem it before October 1983. We put it off a bit so as not to con- 
flict with harvesting at that time. He could be eligible for storage 
just as if he had grown the grain. 

He would not have to pay storage until he harvested it out of the 
field, and in this case he would be responsible for storage until he 
cashed in the certificate. 

Senator Huddleston. I will yield because I have taken up too 
much time. There are a lot of questions connected with this, but I 
yield. ^ 

Senator Cochran. Senator Boschwitz? 

Senator Boschwitz. What did you mean "cash in the certifi- 
cate"? 

Secretary Block. He sells the grain. 

Mr. Tracy. Redeems the certificate, I should have said, which 
would normally mean for grain. 

Senator Boschwitz, Mr. Secretary, as I looked at your charts, it 
seems to me that the United States holds over 60 percent of the 
world's grain. 

Secretary Block. I think I said 50. It has grown in the last 15 or 
30 days. 

Senator Boschwitz. By the time you get to Europe, maybe you 
can talk to our friends, so-called friends in Europe, and say that we 
hold over 60 percent of the world's grain that is presently being 
held in stor£ige. [Laughter.] 

Mr. Secretary, 1 wonder if you would look at this booklet that 
you have given out, the last chart in it. 

Secretary Block. I almost know it by heart. 

Senator Boschwitz. That demonstrates the skyrocketing outlays 
for price support activities. It shows that in 1982 the cost of price 
support activities was $12 billion. Would half of that be in loans 
which will be paid back? 

Secretary Block. That is true. Half of it is in loans to be paid 
back. 

Senator BoscHwrrz. Under this program some of the loans might 
not be paid back? 

Secretary Block. Right. 

Senator Boschwitz. Could the same be said of all the years? 

Secretary Block. Over all the years, some of it, about half of it, 
or I don't know percentage, has been paid back. 

I See p. 188 for written questions from Senator Huddleston and the Department's answers 
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Senator Boschwitz. I ended up over the 13 years with a transi- 
tional quarter, all the figures, and the total cost comes to $52 bil- 
lion. That is the cost of the farm program, including loans. 

I am not sure that that cost can be reduced by 50 percent by 
saying that half of it was loans, but in that event, over 13 years, 
the cost of the farm program was $26 billion, or $2 billion a year. 

I hope you will point out that figure to our friends in Europe, 
because, as I understand their program, it is approximately $37 to 
$40 billion a year, and that is more in 1 year than it costs us in the 
last 13. Theirs cost 50 percent more in 1 year than it cost us in the 
preceding 13 years. That probably is not a substantial part of the 
problem. 

Incidentally, Senator Dixon and I are introducing a resolution 
today which we hope we can get through quickly enough to get 
passed, and I am sure it will be unanimously supported by the 
Senate, so that we can give you some additional ammunition when 
you talk to our folks over there in Europe. 

As I go through your testimony, Mr. Secretary, Senator Huddles- 
ton was interested to know what happens on the 1st of October? 

At that point it comes to the farmer and he has to start pacing 
storage? Is there any way that there can be a continuation of the 
loan so that there won't be a deposit on the market at that point? 

The second part of that question is, could a farmer actually trade 
in this as a future until he gains actual possession? 

Secretary Block. It has to be the first question. 

The objective is just like a farmer harvesting his crop. In October 
he harvests it, so he has it. Some of these farmers are going to al- 
ready have the grain in their bin. 

Senator BoscHwrrz. Your feeling is since the harvest will be re- 
duced, the total amount of grain that comes to the marketplace at 
that moment would not increase? 

Secretary Block. I would predict it does not increase the ton- 
n^e. 

If you look at this fall, we had a huge crop, and ffumers were 
holding grain in a tight-fisted manner. They did it because they 
didn't like the prices and they found a place to put it. Only 25 per- 
cent of the com producers were in the prt^Eim, and 48 percent in 
the wheat program. 

They have held their grain tightly. I am not concerned about this 
grain coming on the market in heavy volume at harvest. It will 
only come on, if the price is attractive and the farmers want to 
sell. 

You will not have a shortage of storage that forces grain on the 
market. I think it will work in our favor and the farmer will be the 
one who decides when he wants to sell the grain. 

Senator Bc^hwitz. At the top of page 7, you say as a first option 
you would offer the producers a replacement rate, and so forth. 

A little later on, on the ssane page, you say, "We are considering 
as a second option the possibility of an allowable base acreage of 
commodities to be withheld from production." 

As I recall, in my conversations with you and others in the De- 
partment, I thought that the entire farm would be also put into the 
bidding process. I am a little confused by your language here; is it 
a bid, an offer, or what? 
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Secretary Block. Even I had a hard time reading it. Senator, but 
what it is saying is that in the first part of the program, naturally 
you have the acreage reduction program of 20 percent. On top of 
that, you can add an additional 10 to 30 percent, which gets you up 
to 50 percent, for example, on your corn base. 

Senator Boschwitz. It could get to that. 

SecretEiry Block. It could, but you don't have to go from 20 to 50 
percent. You can go from 20 to 30 to 40 to 50 percent. It gives the 
farmer some flexibility in this regard. 

Senator Boschwitz, I have some concern about that. The farmer 
has to be imaginative about finding land to set aside or divert, and 
that is why with the idea of a whole farm appealed to me. 

Secretary Block. Sir, we are going to make that option available, 
too. 

Senator BoscHwrrz. Will that be a third option, a preferred 
option? 

Secretary Block. On a bid basis. 

Senator Boschwitz. Will it be a preferred bid? 

Secretary Block. I am not sure I know what you mean. 

Senator Boschwitz. A guy comes in with a farm rather than 10 
or 20 percent? 

Secretary Block. As we now view the plan, it would not be the 
preferred option. The first option is to see how much acreage would 
come out of the county with a 50-percent program. Then we would 
look at bids on whole bases and sort them out in order to take the 
best ones until we get as much acreage out as we believe is needed 
on a national basis. 

Senator Cochran. We will resume at this point. 

Secretary Block. Senator, I appreciate your concern. We expect 
the already announced program to satisfy the first 20 percent. 
After we get the first 20 percent out, farmers would be starting to 
take pretty good land out. We will have already gotten out the hill- 
sides. 

Mr. Tracy. Even in Minnesota. 

Senator Boschwitz. In any case, I think that has to be consid- 
ered. 

The last line on the second paragraph on page 7. The lowest bid 
for the whole basis would be accepted first. 

I am not quite sure I understand that, but it would seem to me 
that taking out the entire crop base and not letting the farmer sub- 
stitute it would be the strongest way of reducing surpluses. 

Secretary Block. I understand what you are saying. What we are 
suggesting, although we are sl'Al waiting to hear from a lot of 
people on it, is that we go up to the 50 percent in a county and 
then we would look at whole farm bids. 

Senator Boschwitz. Fifty percent of the whole county? 

Mr. Lesher. Let's say, Senator, if you offered the program and 
every farmer participated at the additional 30 percent, you in fact 
are taking up to 50 percent of land in that county out of produc- 
tion. That is of the base. The concern is if you go beyond that, what 
you are going to do to the local machinery and fertilizer dealer, 
and so forth. That would be small, the number of counties where 
every farmer would go up to that maximum. 
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What we are proposing then, is, a second option. In those coun- 
ties which are nowhere near 50 percent of the base for the com- 
modities you are offering in the program, you may in fact go back 
and give the farmer the option to go 100 percent of his base. If in 
fact you don't have the county up to 50 percent, you could have 
that flexibiHty and go ahead and offer producers the opportunity to 
bid the whole base on their farm. You have to provide some protec- 
tion, though. 

Senator BoscHWiTZ. I understand. 

Secretary Block. I was saying whole ffirms. I was saying whole 
base. If you take the whole base of com out, that doesn't mean you 
won't raise wheat and soybeans, but that means your corn base is 
out. 

Senator Boschwitz. In the next paragraph you say that it is an- 
ticipated that haying and grazing would be permitted. Is that to 
some degree not self-defeating? 

Secretary Block. To some degree it is, but the precedent was set 
this past year. We did allow it on land that was already seeded 
down, £md I don't know 

Mr. Lesher. Let's take winter wheat which is already seeded. We 
would like to get some of those people to participate. For winter 
wheat you may have to have a little higher offer. In addition, you 
may want an offer that they could at least get something out of the 
ground that they have already seeded. One obvious option is to 
allow them to go ahead and hay and graze. They have already done 
the thing, you know. 

Senator BoscHwrrz. I understand the consideration with respect 
to winter wheat. 

Is there some way that a farmer who gets into this and makes a 
bid or accepts an offer, or whatever the proper term should be, 
would thereby on the date of having done that have a futures con- 
tract that could be sold after the 1st of October? 

Mr. Leshek. He could. He goes to the local ASCS office. First of 
all, for the 10 to 30 percent we will be responding to an offer, no 
bid. He signs up, let's aay, at 75 percent. He signs up. Let's say we 
offer 75 percent of his base yield, which might be 100 bushels an 
acre. He thus has 75 bushels per acre. He gets a certificate for 75 
bushels per acre times how many acres he is putting into the pro- 
gram. That would be backed by the Federal Government. That cer- 
tificate has VEilue and he could do emything he WEinted to with it as 
far as hedging on the futures market. 

Secreteiry Block. He could go to his elevator and contract with 
that amount of grain, because he knows he wilt receive it, and 
knows the date he will receive it. He can say, "I will take delivery 
of that grain on such and such a date." 

Senator Boschwitz. So it would have considerable flexibility? 

Secretary Block. Yes. 

Senator Boschwitz. On page 12, your testimony reads, "This au- 
thority for holding or freezing the tai^et price shfili apply to the 
1985 crop year." 

When you testified, you didn't read it that way. You said, "This 
authority should apply thereedler." 
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Secretary Block. The point is that 1983 would stay the same as 
was announced, but for 1984 and 1985, there would be authority for 
the Secretary to hold the line if it looked like it was appropriate. 

Senator Boschwitz. Only 1984 and 1985? 

Secretary Block. Yes, and that is the duration of the 1981 Farm 
Act. 

Senator Boschwitz. Do you anticipate, Mr. Secretary, that on 
your farm you will make such a bid or offer? 

Secretary Block. I have been kept out of the farm program for 2 
years, and it has cost me dearly, Senator. That is an obligation that 
I made. I just am not allowed to take part in programs because of 
my position. 

Senator Boschitz. It wasn't quite clear to me, and, Mr. Chair- 
man, tell me, because I don't want to go beyond my time. 

[Laughter.] 

Senator Boschwitz. It wasn't quite clear to me at the conclusion 
why a North Carolinian would participate in this program. 

Secretary Block. I can visualize a North Carolinian that perhaps 
his tractor wasn't running very well or his disc was not in good 
shape. Yet perhaps he wanted to cut his acreage, or his son had 
gone off to the city or something and he didn't have the labor. 

There are any number of reasons why he may want to partici- 
pate. His hired man may have quit and the producer wanted to 
cutback production a little bit. He would look at the situation and 
just decide on his own that it was more profitable for him under his 
circumstances to take delivery of some grain rather than raise all 
of it. Or maybe bid the whole farm in if he didn't want to farm at 
all, if he is going to retire. I think there are a number of reasons. 

Senator Cochran. Senator Rnfor? 

Senator Pryor. Thank you, Mr. Chairman. 

I would like to say, Mr. Secretary, if you were to choose 2 years 
not to be farming, you probably chose the best ones. 

[Laughter.] 

Senator Pryor. I would like to say, Mr. Secretary, that I applaud 
you for bringing before our committee and the Congress at least a 
concept with which we can work, maybe making some additions, 
some subtractions and certainly refining it. I think there has been 
some innovative thinking. It is the first new plan that we have had 
the opportunity to work with, and I just have one or two questions 
about it. 

1 guess I need Dr. Lesher to possibly answer this. I am trying to 
reconstruct what we did in the farm bill as it relates to our farm 
credit apparatus and the interest rate — whether or not we tied 
what the farmer would pay for loans at the Federal discount rate. 

As I recall, we did. Am I correct there, or was there an addition- 
al 

Mr. Lesher. Not the Farm Credit System. 

Secretary Block. Under Secretary Lodwick, can you tell us the 
way that works? 

Mr. Lodwick. I don't know that I fully appreciated the Senator's 
question. I do know that the current rate of interest today on com- 
modity loans for this month is 9-1/8 percent, the lowest it has been 
in a long time. 

Senator Pryor. In some years, probably 3 years. 
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Secretary Block. And that is tied to the cost of money, and it has 
come down because the cost of money has come down. 

Senator Pryor. I was thinking of your proposal and thinking 
about maybe extending the impact of this package. One thou^t I 
had was, that if a farmer is going to plant less, let's say 20 percent 
less or 30 percent less, he wUl have to borrow less, thus, decreasing 
the impact of requests for money on the system. 

Secretary Block. That is correct. 

Senator Pryor. I am wondering if it is possible to pursue the pos- 
sibility, not to work it out today, but pursue the possibility of 
throwing in a 1 to 2 percent interest subsidy for the farmer at this 
time. 

I think the cost of production is too high. I think we have to deal 
with the cost of production just as we are dealing with the oversup- 
ply. I think we are attacking the oversupply. I think an interest 
rate subsidy, if we are not going to be borrowing as much, would be 
a great help to the farmer at this time. 

The second comment I would make is, it would just seem — and I 
am not Eisking questions, but I am making a speech — that the 
warehouses and elevators are going to play an even more crucial 
part in the life of the farmer. They are going to be a very key fa- 
cility, as they have been in the past, but they are really going to 
have everything that farmer has right there in that warehouse. I 
am very hopeful that in this program somewhere we can come up 
with — and I have introduced a program like this — or at least we 
can look at the possibility of insurance for grain stored in the ware- 
house or elevator. I think that would give a great deed more stabil- 
ity and assurance to the farmers. 

The third point I would make is in the area of rice. Senator 
Cochran and I come from rice States. By the way, our biggest crop 
lately in Arkansas is not rice or chickens or corn. It is marihuana. 
We are No. 2 in the Nation. We are growing marihuana very suc- 
cessfully down there in Arkansas, but the rice program today is a 
program that is very, very over-surplused, and the loan rate for the 
rice, for feill rice today is under the world market. 

So that presents problems. It brings up Public Law 480. It also 
brings up the possibility of meshing or closing that gap in some 
way, and we may package something to try to close that gap to 
keep many individuals from losing their farms. 

Once again, Mr. Secretary — and I have some other comments 
possibly in writing, but I won't take the committee's time — I really 
want to commend you for bringing before us a new idea and a new 
concept that I hope that we can work on and constructively pursue. 

Thank you. 

Secretary Block. Thank you. 

Senator Cochran. Senator Heflin. 

Senator Heplin. Do you intend to push this proposed and, hope- 
fully, get enabling legislation during the lameduck session? 

Secretary Block. Senator, we are counseling the key Members of 
Congress now to determine the best way of getting the appropriate 
legislation as soon as possible. I don't know the likelihood of get- 
tii^ it during the lameduck, but we are working on that at this 
very moment. It is in the works. 
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We need legislation soon because the farmers need to know what 
the plan is, and need to know that we can go forward. Once we 
have the authority, we can start putting together a definitive plan. 

Senator Heplin. What date in 1983 would be the last date that 
Congress — well, a target date for Congress — to make it applicable 
to the 1983 crops. 

You are talking about a 1983 program, and there has to be some 
time frame that Congress would have to act in. 

Secretary Block. It depends on whether you are from Alabama 
or Minnesota. That is the difference. If you are from Alabama, you 
know, we don't have a long time. 

Senator Hefun. It goes more by commodities. 

Mr. Lesmer. The farmer is out there and 

Senator Heflin. Is March 1 too late, or what? I am trying to get 
some idea. You have problems of recess and everything else. 

Secretary Block. I would like to have something by the first of 
the year, personally. 

Senator Heflin. Well, you have how many, possibly 5 or 6 or 7 
days left in this lameduck session. Are you going to try to pass it 
now, or what? I don't want to change the time of PIK, PIP, and 
PIP is "pig in a poke" and we don't know what we have got, 

I think the Congress has an obligation before it gives you blanket 
authority to come up with a new program to know a lot of details 
about it, and if this is going to be the only hearing that is going to 
be held, and then a massive effort made to pass it, we may have to 
be here until 3 or 4 o'clock in the morning asking details on ques- 
tions. We must know the particulars of the program. It isn t as 
simple as it may sound. 

Secretary Block. We are willing to talk any hours, any time, be- 
cause we think it is important. 

Senator Heflin. Are you planning to push this program immedi- 
ately, or is it going to be after the Congress is gone, or what? 

Secretary Block. That decision isn't made yet, honestly it isn't. 
The President just signed off on this several hours ago, and said, 
"It looks good to me, go with it." 

I talked with farm organizations. It is not that we are trying to 
produce something offbeam that they are not ready for. We have a 
problem in agriculture and we are trying to get authority to do 
something about it. When we get authority to do it, we are still 
going to work with Congress to put it together in a way that it is 
going to work. 

We want it to work, and we want it to be successful, because we 
have a common objective. 

Senator Heflin. Farmers are going to want to know something. 

Secretary Block. That is right. 

Senator Heflin. You have a formula up there of history on it, 
and to get down to what is going to be the number of bales of 
cotton or the number of bushels of wheat paid on particular land, 
but you have to have a figure. Are you in effect trying to say 
that — well, is there any formula that you have formulated to get a 
payment figure? 

Are you saying we are going to pay them 20 percent of their past 
history in a payment in kind, a 15 percent, a 10 percent, a 20 per- 
cent, 5 percent, or what? 
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In other words, the farmer has got to take your formula and 
see — write it out and see what it is going to come out to, and you 
are asking us right now to in effect go with this, and you say that 
there is a rate. What rate there is there? 

Secretary Block. Senator, I can't tell you crop by crop. We don't 
have it at this stage. 

Senator Heflin. Give us one crop, any crop. 

Secretary Block. Say corn, which is an easy crop. We are think- 
ing if a producer were told that he would get 75 percent of his pro- 
duction in kind if he didn't have to raise it, that he would probably 
go with the program. Many people would participate. We don t 
know for sure how many, but this is a self-disciplining exercise on 
our part, because we want it to work. You know, we want it to 
work, so we will do the best analysis we can. 

Dr. Lesher is on the line as is his staff We want to have the best 
analysis, so we put a program together that will work, I have to 
admit, having not done it for 3 or 4 or 5 years, we don't have abso- 
lute answers to some of these questions. But we are going to put it 
together, and as I say, it is a self-disciplining prc^ram because the 
last thing we want to do is fail. 

We want it to succeed. We want farmers to go with it. 

Senator Heflin. I am sure before 0MB will sign off on it, they 
are going to want to know what it will cost. 

Now, a farmer wants to know something about price. Now, your 
date of payments in kind, if you schedule them for different crops 
and different times, it may vary because of the many, many factors 
that get involved in it, what the production is, what the anticipated 
yield and all this sort of thing is at that particular time. 

You in effect are doing a variable price payment in kind, not 
only as to the date of the payment, but what the farmer then does 
wiUi it afterward. 

There is not a lot of certainty as to what the farmer is going to 
receive. There is no guaranteed floor price. 

Secretary Block. Senator, it is a variable, but it is not entirely 
uncertain. The farmer has certain prerogatives. Once he has start- 
ed the program, he knows how much grain he has, he knows when 
it will become available, when he will have it in the bin, so, conse- 
quently, he can sell the grain ahead. He can, for example, sell it 
the day he signs up for the program. He can say, "I will deliver 
that October, at the elevator price." He can wait and gamble with 
it the way farmers do when they plant their crops and sell it in 
July or August, or October, which is in effect harvesttime. He has 
all that flexibility. 

Senator Heflin. Will he be allowed to put his commodity that 
he receives in payment in kind back into loan. 

Secretary Block. No, sir; he would not be able to do that. 

Senator Heflin. Then there is no guarantee on the price he 
would get. 

Secretary Block. He has no floor on his particular commodity in 
kind. That is correct. 

Senator Hefun. Now, what is the goal of the Department of Ag- 
riculture in a reduction of surpluses? Do you intend to reduce down 
to, say, 10 percent of the present surpluses? Do you have a goal as 
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to the percentages of surpluses that will exist as of the completion 
of the termination of this program? 

Secretary Block. Looking at a little bit of the elaboration on the 
last question, I don't want to leave the impression that there would 
be nothing that could come under loans. The farmers who go in the 
first 20 percent, the regular acreage reduction program will have 
loan protection on that part. If they put 20 percent in under the 
regular acreage reduction pri^am and they take another 30 per- 
cent out, for instance, under the PIK, they cannot put the 30 per- 
cent part under loan. But the rest that they raiise, could go under 
loan. 

So they are not shut out of the program. Only the PIK part gets 
shut off. 

Senator Heflin. But if you know, then you have a floor, and a 
certainty. 

Secretary Block. That is true. 

Senator Hepun. You have a certainty and you have a floor; yet 
the payment in kind that the farmer receives is entirely variable. 

Secretary Block. That is true, and that means that the farmer 
does go with the program on the PIK part, he assumes some risk. 
That puta the burden on us as the Department of ^riculture, to 
make the program desirable enough so that he will go with the 
program in spite of the risk the farmer may be taking. 

Your other question v/as what? 

Senator Hepun. What is your goal? You are going to a crash pro- 
gram, you are going toward elimination of surpluses and for cur- 
tailed production to eliminate surpluses. 

Secretary Block. Yes. 

Senator Heflin. What is your goal that you are endeavoring to 
seek with regard to the end result of what surpluses will be? 

Secretary Block. If we look at different crops, I don't think that 
we can cut it clear down in 1 year. It would take too much of the 
agriculture production plant out and maybe hurt the local support- 
ing industry and supporting services in agriculture. 

We are thinking in feed grains maybe we could cut the carryover 
by between 700 and 900 million bushels, and— — 

Senator Heflin. It seems to me that you have to have a goal. 

Secretary Block. We will have. 

Senator Heflin. What is your goal? 

Secretary Block. Senator, we are here today to get help from 
you and other Members of Congress, If you have advice. 

Senator Heflin. I am asking questions. I have not made up my 
mind. I am trying to get to the bottom of this. This committee 
wants facts and particulars. 

Secretary Block. I am getting a broad range of suggestions in 
grain, and the weather could have a big impact. If we assume 
normal weather and normal yields and normal exports, then we 
say we want to cut carryover by 600 to 800 million bushels, can you 
shoot for it, and we t^ to design a program that will get enough 
participation in the PIK part up to 50 percent, and then you take 
the others that bid their land in. 

If it eill works right, we will accomplish our objective, and if it 
doesn't we will fall short. We may go beyond it. We have to do the 
best we can. 
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Senator Heflin. Say x percentage you want to reduce. What per- 
centage of surplus will you try to dispose of through the interna- 
tional donation program of your surplus? 

Secretary Block. That will be very small, because in terms of 
volume, the Vice President has just been on an African trip and in 
our Cabinet meeting he was talking about some needs there. We 
are looking at Bangladesh and some others. 

We will do what we can, but it will be a small percentage. 

Mr. Lesher. It is smaller than what you think, because of the 
very poor countries that don't have any c£ish to buy anywhere. 
Also many do not have the infrastructure or the port facilities, the 
internal handling, such as roads, et cetera, to really hemdle the 
lai^e amount of grain you would expect with so many hungry in 
the world. 

It would not in fact be a large program because of that. The pay- 
ment in kind that you give to the farmer, that your donation is not 
going to affect the market price. In other words, is the donation in 
competition with the price that the farmer will receive for the 
PIK? 

Secretary Block. No, sir. 

Senator Heflin. This is just cosmetic, then, the international do- 
nation? 

Secretary Block. I don't think it is cosmetic. It doesn't take 1 bil- 
lion people for there to be a real need. It could be 300 people, if you 
really help people who are starving. 

Senator Heflin. I am not arguing with you on a philosophical 
bfisis, but I am trying to see in the overall scheme of reduction 

Secretary Block. No, sir; it is not as big. 

Senator Heflin. Have you got any figures, 5 percent, or 10 pei^ 
cent, or 15 percent? 

Mr. Lesher. It would be a few million metric tons lower. As far 
as looking at the international donation program as the means of 
disposing surpluses — it is only a humanitarian gesture with huge 
abundances in the United States and starving people in countries 
that do not have any cash to buy anything. In fact, it is just respon- 
sible for the United States to do what it can to help those countries 
out that have the handling facilities, et cetera. It really will have 
no impact on price. 

Secretary Block. We are talking about maybe 1 or 2 percent. 

Senator Hefun. What are you costing the farmer? He will have 
add-on costs in relation to this, such as weed control. Have you 
come up with additional add-on costs for conservation practices 
that would have to be carried out in the commodities on an acre 
basis? 

Secretary Block. It will cost maybe $20 an acre or somethii^ 
like that. But the farmer he is going to have to look at the offer of 
the grain paid in kind and see if it is adequate to cover the value of 
the crop he would have raised minus the production costs and the 
costs of conservation. 

Frankly, the program has to be attractive enough if the producer 
is willing to do it. Take the conservation and take the land out of 
production. 
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Senator Heflin. The anticipated but not now existing profit that 
the farmer might make on his farm on a per acre basis more than 
what you would be willing to give him in a PIK. 

Secretary Block. Yes, sir. 

Senator Heflin. To that, he would add, I suppose, it ought to be 
some formula, added to it the add-on cost of the conservation prac- 
tice he might have. 

Secretary Block. That would have to be added on or he won't go 
with the program. 

Senator Heflin. 1 don't believe that your figure — I don't believe 
your 75 percent will be close to what you come out with relative to 
your thing. You are not going to make from your past history, you 
are not going to make 75 percent profit on a farm. Most of them 
are not making anything. Aren't you talking about somewhere in 
the neighborhood of not 75 percent, even with added conservation 
practices, a payment in kind representing an equivalent of what 
the farmer might get in the neighborhood of 25, 30, or 35 percent? 

Secretary Block. If that is true, they will all flock to our pro- 
gram if we put it at 75 percent. We are going to do the best we can. 

Senator Heflin. Here we are, asking to rubberstamp a program, 
and we have to know something about it. We have that responsibil- 
ity to the full Senate. 

Secretary Block. But, Senator, in all honesty, as we shape our 
programs, and we haven't always done the best job, somehow we 
just have to come up with a program that will work. 

Senator Heflin. The farmers today are in a terrible situation. A 
crash program, a crash program designed to eliminate all surpluses 
and to reduce down to a certain amount, may leave us with no 
little family farmers. It may have a disastrous effect of saying that 
only the large farmer or only the corporate farmer will be able to 
exist after your program. 

Secretary Block. Senator, I hope this will help the farmers posi- 
tion more than anything else. We have farmers in need of operat- 
ing money. They don't know where they are going to get their op- 
erating money this spring. It costs a lot to fertilize, buy the seed, 
and put in a big crop. If they go with this program, they won't 
have those costs. They won't have that up-front cost this spring. 
They will have a certificate for the grain. "They already know what 
they are going to get. 

'The bankers are going to be a lot happier, because they know 
that farmer is secure for the year. He isn t going to be burned out 
with a hot, dry summer. 

There are some advantages for the farmer who has his back 
against the wall. I really think they will be our heaviest partici- 
pants. 

Senator Hefun. I hope you are r^ht, but we have to ask you 
questions. It is an integral part of our responsibility to the Senate 
emd to American agriculture. 

Secretary Block. That is good. I am glad. I want to help you. 

Senator Heflin. I don't believe you have all gotten into the de- 
tails of this. I say again this program is not as simple as it may 
sound. 

Mr. Tracy. We have to develop a number of details about this, 
and we expect to do so in full consultation with the industry. 
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What we have attempted to do is come up here and lay out the 
basic mechanics. The administrative details have to be laid out in a 
great deal of detail. The last thing after you get all the other 
things done is the operation. The program has to be attractive to 
the farmer so he will want to participate. The purpose of the pro- 
gram is to get farmers in it and get them participating. And I am 
sure that before we get the program ready for signup, we will have 
all the details ready. They will be announced. 

Senator Cochran. Senator Boren? 

Senator Boren. Thank you, Mr. Chairman. 

I think Senator Heflin, in the course of his questioning, got to 
the heart of the matter as far as my own questions are concerned 
about it. 

My own intellectual difficulty in grasping how this is going to be 
of immediate help to the farmers this year requires me to go back 
over that for 1 minute and try to put it back in perspective. 

As to the payment, the certificate, the payment in kind that the 
farmer gets, there is no guarantee of value of that certificate once 
he gets it, correct? 

Secretary Block. That is true. 

Senator Boren. The bottom could fall out of that. I am not talk- 
ing about what he is going to place under the regular loan pro- 
gram, but the bulk of his crop, what he participates in, say at 20 
percent on wheat. I am talking about the part where he accepts 
payment in kind. 

Secretary Blocs. Unless he is satisfied, the day he signs up he 
CEin go in and sell that crop. He knows how. If he has to sell, can go 
in £ind contract it. He has a guarantee if he wants to take it or he 
cein gamble. 

Senator Boren. He knows at the instant he is handed the receipt 
or certificate, he knows what it is worth, and if he sells it Lnstanto- 
neously, but if he waits an hour, in that preceding hour, he doesn't 
know now much it is worth. Depending upon how many of them 
under the pressure of the urgent economic situation we are in, and 
the urgent need for farmers to get their hands on ceish immediate- 
ly, the service debt, we don't know how much of that is going to go 
instemtaneously on the market, do we? 

Secretary Block. If he doesn't want to sell it, he has some risks, 
because he chose to own the grain. But he has reduced his produc- 
tion risk, because he knows how much he is going to raise. 

There is a tradeoff, and you don't always know that. 

Senator Boren. Now, to get at what I am trying to get at, let's 
compare this program to a program of paid diversion, which you 
and I have discu^ed before, and I am delighted today to hear you 
say that diverting acreage from production tends to lower the cost 
of the Government program and it lowers our amount in storage 
and eventually brings a price recovery. That is what I was arguing 
for all along. 

I was disappointed that out of a 25 and 25 percent acreage reduc- 
tion for the wheat program, we got only 20 out of the conference. I 
am happy to hear you say the diversion program is good. Let's com- 
pare it. 

Under a paid diversion program, insteeid of payment in kind, if 
the farmer were gettii^ what he needs, which is cash, instead of 
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getting products, that is the No. 1 difference. First of all, the risk 
would not be borne by the farmer. If I am a farmer and I am going 
to agree to a certain amount of diversion and I am going to look at 
my past production on that acreage just as you look at it under 
your program, the only difference between paid diversion and what 
you are talking about is, you are going to pay that farmer for di- 
verting his crop, you are going to pay him in grain or whatever it 
is, as opposed to paying him in cash. Right? That is the only differ- 
ence? 

Secretary Block. Yes. 

Senator Boren. You are going to shift the risk of the vicissitudes 
of the market from the Government to the farmer; is that the case? 

Secretary Block. I don't entirely agree with that. If he wants to 
keep it and gamble with it, he takes the risk. If he wants to sell it 
the same day, he doesn't have any risk at all. He knows the price 
and the volume of the grain he is going to get. 

Senator Boren. Now, as to the amount of grain, if we have a 
paid diversion program, as to the amount of grain sitting here in 
Government stocks, or the farmer reserve or private stocks, that 
amount of grain is still there, right? We have a paid diversion pro- 
gram. Now, as we reduce the acreage, hopefully as years go along, 
we are going to be drawing that down, but in terms of the amount 
of grain that is there right now, there is a certain amount of grain 
in storage and private storage and so forth. There is a certain 
amount there. That is not going to change, and will still be there, 
in the first year. 

The benefit of your program certainly is that it is going to be 
drawn down, hopefully. 

Now, if we have a paid diversion program and the farmer gets 
cash as opposed to a receipt or certain amount of grain or any kind 
of payment, a certain amount of grain over here remaining in stor- 
age, if we are ultimately going to have the market price recovery, 
we have to get the overhang off. We all agree on that. 

Now, let's suppose that you don't pay it out to the farmer. We 
have got the same number of— let's use this figure. You have a 
hundred in storage, 100 x, whatever that is. Where are you going to 
sell that 100 x7 

Secretary Block. You mean? 

Senator Boren. Where is the market for it? 

Secretary Block. I am not sure what you mean. The farmer gets 
a certificate, and where will he sell the grain if he wants to sell it? 

Senator Boren. By shifting the title of the grain from the Gov- 
ernment, which is bearing the storf^e cost and shifting that over to 
the farmer, how do you do anything in the first year? 

I am concerned about getting our farmers through the next 12 
months. 

Secretary Block. I am, too, sir. 

Senator Boren. How do you do anything to increase the market 
for the 100 ar volume of grain now, whether it is now 50 x in Gov- 
ernment hands and 50 x in private hands. You still have 100 x. You 
have 50 x in private hands. You have not changed the total amount, 
because you haven't sold it. 

Secretary Block. You have reduced the carryover? 
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Senator Boren. The first year now. We are not talking about the 
second year. You will reduce the carryover in the first year? 

Secretary Block. Yes, by the end of this year, the carryover will 
be reduced. 

Senator Boren. How? 

Secretary Block. We are not going to raise as much because of 
the program. 

Senator Boren. I agree with that. 

Secretary Block. We won't have stocks as large as otherwise in 
the United States and won't need as much storage and the price 
should be stronger. 

Senator Boben. I want to go back to the comparison of my paid 
diversion program. Maybe we are just not connecting here. Where 
is your program going to miraculously create the market for grain 
that you are generously giving to the farmer? WTiy is he better off 
to get the grain, than he would be getting cash, or how is he even 
as close to being well off with grain that he has to store, eind he is 
already in a cash-flow problem and already under financial pres- 
sure? You are not going to have drawdown on your carryover until 
your reduced acreeige has impact. 

I am talking about what do you do to the market price right 
away. 

Secretary Block. It is going to have an impact as soon as the 
trade realizes we are not going to raise as much. That will be re- 
flected immediately. The trade is watching all the time. It will 
have an immediate impact, eis soon as the trade decides the pro- 
gram will work. 

Senator Boren. You are not concerned about the fact that the 
farmer, because of his own financial picture, will not be pressed to 
put a great amount of that grain, which he is receiving as in-kind 
pajTnent, on the market. That farmer needing cash, trying to sal- 
vage his farm, trying to make the payment at the bank, are you 
not concerned that a great amount of that might not flood onto the 
market immediately? 

Secretary Block. No, sir, I am not too concerned because the ex- 
perience of this year, when we only had a 25-percent corn program, 
was that the corn farmers still didn't put the corn on the market. 

The basis haa been a n^ative basis. 

Senator Boren. Why do you think they didn't put their product 
on the market? 

Secretary Block. They weren't satisfied with the price. 

Senator Boben. That is exactly it. 

Mr. Lesher. He doesn't have to put out the money to make the 
crop, and at harvesttime he will have the grain that he didn't have 
to borrow on. So he won't, perhaps, be as willing to sell on the first 
day after harvest. 

Senator Boren. It seems to me if you compare this program with 
a paid diversion program, the difference is that instead of giving 
the farmer something if he is holding it amy length of time at all, 
so you are transferring the risk, comparing those two programs, 
transferring the risk from the Government to the farmer. 

The second thing is, you are transferring the obligation to dis- 
pose of surplus stock from the farmer, who is even less able to dc^al 
with the surplus stocks than the Government is able to deal with 
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the surplus stocks. That seems to me that is what you are doing 
when you compare. Maybe it is an unfair comparison because we 
don't have a sufficient paid diversion pro-am on the books with 
which to compare it, but it seems to me that that is what you are 
doing, and in either case, it would also seem to me that you are 
going to have to couple with it some kind of program to help us in 
year one. 

Now, I think in year two, when we go with paid diversion with 
your payment in kind, if we can survive year one, by year two we 
might begin to see beneficieU results. 

I think the crisis is now, and I am concerned about the next 12 
months. It seems to me if you want to go to this kind of program, 
and if we go to it, I hope to heck it works. I am having great difG- 
cuUy in seeing how it is going to work, because I guess I have a 
different assessment than you about what farmers may do, as 
pressed for cash as they are, and what might happen with the im- 
mediate market price if this product payment in kind takes place. 

I am concerned you are going to further collapse the price, that 
will be a more important pr^iction than the market overhang 
next year, and you will pay the farmer with something that will 
decrease in value. 

In year one, I am concerned that you will make it worse. Maybe 
you will make it better in year two or three. You have spoken well 
of the blended credit program, the export credit funds euid the com- 
bination of credit, but I haven't heard you ask for more money for 
that program. 

It seems to me at the very least if we are going to have to go into 
this prt^am, we are going to have to ask for major increases in 
other programs that will help ub take the market pressures off the 
overhang, because, really, if you succeed, what you have really 
said, if you succeed in getting a lot of grain out of storage that is in 
surplus, if you succeed in getting a lot out in year one, what you 
have succeeded in doing is dumping it on an already depre^ed 
market. 

What are you going to do to stabilize the price and assure the 
farmer that the receipt has any vfilue during that time? 

Secretary Block. Senator, I would concede a psiid diversion, if we 
had the resources to spend on it. We might get land out. We all 
know that. But it takes a lot of resources in dollars. We are looking 
to take the liability that we have in this grain and use it ets an 
asset, and the producers, after they take this payment in kind at 
harvesttime, will not have aa much grain as they would have had 
had they not been in the program. 

They are not going to get 100 percent of vield, 100 percent of 
base. They are going to get — Senator Heflin thinks they will get 5 
or 30 percent. 

Senator Boren. Well 

Secretary Block. We are going to put a substantially less 
amount of grain on the market. You understand, we would really 
reduce the pressure on the markets, and as I say, once the trade 
realizes there won't be as much grain produced, the markets 
should strengthen. 

Senator BoBEN. Maybe you are right. All I am saying is that I 
think if we proceed with something like this to reduce the gamble 
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of the farmer, and resist the risk of severe fluctuation in the value 
of that receipt, it seems to me the Department should be asking 
here for additional funds for marketing programs for disposal, as- 
sisting the farmer in disposing of the overhang that might well 
find itself prematurely into the market given the pressed circum- 
stances the farmer already finds himself in. 

I would just ask you to very seriously consider that possibility eis 
a part of the program. It would certainly make a difference in now 
I would vote for it, because I am very — we are so much on the 
edge. I am very, very concerned that for the sake of getting some- 
thing that 2 or 3 years from now might have improvement in the 
picture that we collapse it in the meantime particularly for the 
small farmer, ' 

Senator Cochran. Did you bring a suitcase with you? I know you 
are going to Brussels, and you have a plane to catch. We want you 
to go on that trip 

^cretary Block. Thank you, sir. [Laughter.) 

Senator Cochran. We recognize your problems, and I am going 
to ask Senator Dixon to go next, and if we have time, we will get 
back to Senator Heflin. 

Senator Hefun. He said he was willing to stay here all night. I 
suppose if he is going to Brussels, he will not push it. 

Secretary Block. I leave these people here. I will leave Dr. 
Lesher for you, sir. 

Senator Dixon. Mr. Chairman, I want to thank the Secretary for 
contributing this important idea to us, and it has been a very novel 
discussion, I think, and an unusual one. I have just four questions, 
Mr. Secretary, that I will ask very briefly, and I would appreciate 
your response. 

First of all, in my comments before I left here to confer with our 
Governor of Illinois, I suggested that this is a bright, innovative 
new idea. Is it a new idea? Is there any experience as far as this 
kind of idea is concerned either in this country or any place else in 
the world? Has anything like this been tried before? 

Secretary Block. Yes, sir, something was tried in the sixties, but 
not implemented in this way. I don't know whether emyone could 
comment on it here. 

Senator Dixon, By whom in the sixties? 

Mr. Tracy. By the United States, but also in the thirties. One of 
the reasons the program didn't work was that the farmer didn't 
really know what he was getting. The very problem Senator Heflin- 
brought up. In our program the farmer would have a certificate for 
so many bushels, and he would know that he would be able to get 
his local market price when he cashes it. 

The problem earlier was that the farmer had a certificate good 
for corn somewhere else, and by the time he dealt with the ware- 
house some distance away, he suffered discounts and so on. That is 
avoided in this program, because he is guaranteed his local price, 
and, of course, as any farmer can, at any point during the crop 
year, he can go out and fix the price he gets by a forward contract 
with his local elevator. 

'See p. 189 for written queationa from SenBtor Boren and the Depertment'B answers thereto. 
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So this farmer knows what he is getting in bushels, and he can 
set the price if he wants to, or take the risk if he wants to. 

Senator Dixon. But the basic thrust of the idea was tried by the 
USDA in the sixties, can you make available to me and my office 
aill the information concerning that, what Secretary of Agriculture 
it was, what type of experience it was, how they operated the pro- 
gram and so forth, so we can flesh in what was done? 

Mr. Tracy. It was operated during the first year of the Kennedy 
administration; proposed in the campaign by the other side. 

Senator Dixon. What was the effect of the prices in the country 
when this particular program was undertaken in the sixties. 

I appreciate you say it was not a success at that time, but was 
there a dramatic drop in prices, was there anything that one 
should be concerned about in that regard? 

Mr, Tracy. No; I understfuid there was a modest rise in those 
prices. 

Senator Dixon. But they thought the pn^ram was not a success. 

Mr. Tracy. Farmers were disappointed. They thought they were 
getting, a certificate. 

Senator Dixon. If all the farmers who received these certificates 
would sell almost contemporaneously so that you would have what 
would amount to a run on the marketplace. Has that been some- 
thing you thought about, the fact that it would be a terribly de- 
pressing experience? 

Secretary Block. It could depress prices, but that would be the 
same at any harvesttime, if the farmers decided to sell their crop 
on any particular day. 

But as quick as prices start to go down. Senator, farmers quit 
selling. 

Senator Dixon. I appreciate that, Mr. Secretary, but here we are 
dealing with something that you would readily understand that is 
sort of novel with the farmer. He knows what he does now. He has 
a track experience. Most are very experienced people in their busi- 
ness, and here we are going to suggest something new to them. 
Even in the testimony we have here, no one has any true confi- 
dence in the value of what the certificate would be over a period of 
time, and it occurs to me in the depressed marketplace that we 
have now, where farmers are hurting for cash, that most might opt 
to convert to cash. If many did it contemporaneously, I would sug- 
gest that it might be a very traumatic experience in the market- 
place. 

Secretary Block. If they all did it at once, sir, it would be. 

Senator Dixon. I think it is something you ought to think about. 

Mr. Tracy. They could forward the contreicts for the grain, but 
the certificate itself can't be redeemed until fall. And at the time 
that certificate is eligible for redemption, there would be a greater 
amount of corn than that represented by the certificate that was 
not produced and, therefore, not available to the market, because 
of the acreage reduction program. So, there should be, in fact, less 
corn available. 

Senator Dixon. One thing that has bothered me in the time I 
have been here listening to the questions and the answers is the 
same thing that bothered me, Mr. Secretary, and this is no reflec- 
tion on you. 
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You know my personal friendship for you and high r^^ard for 
you, and the U.S. Department of Agriculture, but what bothers me 
about this is so many times we are being aaked here to take you on 
faith, and I must say candidly I think the American farmer is, too. 

It looks like everything is in your hands to determine, and that 
is what my colleague from Alabama talked about, how you are 
going to hzindle this, how much the farmer will receive in connec- 
tion with his agreement to enter into the PIK program with you 
and so forth. 

It doesn't sound to me like the farmer is goii^ to have input 
with the USDA, how that is arrived at, or the Congress is going to 
have any input on how that is determined. 

In other words, what I am trying to say, when you talk about the 
loan rate or target prices, as we discu^ed in the committee last 
year whether we would even have target prices, and that carried 
the day, and we argued about the price, and the loan rates, eind we 
have changed it since. But each time the Congress, acting in the 
representative capacity, did certain things. But here, as I perceive 
this PIK program, if we say "Go," then we say, "USDA, it is edl up 
to you." That bothers me a little bit. Do you follow me and my con- 
cern about that aspect of the PIK program? 

Secretary Bux:k. Yes; we don't pretend to do this in the closet. 
We met with farm organizations, and will use our best judgment. 

Senator Dixon. If I could interrupt at this point. 

Secretary Block. Yes. 

Senator Dixon. As far as we are concerned, when we go into this 
in a specific way, I would hope that we consider the input of Con- 
gress with respect to how we arrive at these judgments, and even 
the possibility of the input of the Agriculture Committee and their 
representative groups in meetings with the USDA and all, when 
we arrive at the question of whether it is really 75 percent or 35 
percent, or whatever it is. 

These are pretty important questions for the American farmer, 
and I would hope that we would all recognize that there is a sense 
of isolation if that is going to be left up to the USDA without a 
participatoi7 process by the agricultural community tind those sec- 
tors of the Congress which care very much about their welfare for 
this and in ensuing years. 

Secretary Block. Senator, they are so critical that we thought 
about taking bids for the whole program, because we weren't sure 
we could pick the right percent of a base to offer a producer so he 
would participate. We thought maybe we could let the producers 
bid and take bids until we got enough acres. But our reading from 
the farm community was that they didn't like the bid idea, bidding 
a^eunst neighbors and all. So we thought we could best prescribe 
bids to the smaller amount of acres that m^ht be taken out with 
whole farms which would be easier to deal with. The bid basis is 
cumbersome for our ASC offices. 

But we understood that difficulty, the fine line of picking the 
right f^re. 

Senator Dixon. Let me ask my fmal question. A great deal has 
been said by my friends from Alabama and from Oklahoma and 
programs by others before I got here, that the concern centred to 
l^iis question is that you have thrown the gamble back to the 
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American farmer and taken the gamble away from the Govern- 
ment with respect to prices. 

I wonder if some thought shouldn't be given to protecting this 
situation with respect to a basic, a floor price, which, of course, 
would mean that the Government might have to come up with 
some subsidy if the program doesn't turn out as well as we hoped. 

But I think in all fairness to the American farmer, who is in a 
very difficult circumstance now, that is something we ought to con- 
sider. That is to say, if some of the things that have been suggested 
here turn out to be true and we see a depressed factor in the mar- 
ketplace by what we are doing here, that the farmer would have 
some protection for entering into this system suggested by the Gov- 
ernment and taking a risk for his Government to reduce the sur- 
pluses and help the marketplace. 

Senator Hefun. I have two questions. Mr. Secretary, I suppose 
you are aware that there are a lot of rumors floating around that 
this is merely a sham for the sole purpose of obtaining a freeze on 
target prices. 

Are you willing to see that language is placed into a bill that 
would establish a formula that before the freeze and target prices 
would go into effect, that a certain amount of acreage would have 
to go into their diversion program that would qualify for the PIK 
program? 

Secretary Block. I would be very happy to work with Congress 
on this, because I assure you that the objective is not to just freeze 
targets. 

Senator Heflin. I am extremely interested in making this suc- 
cessful. I think it is absolotely crucial that agriculture have a pro- 
gram that reduces stocks and strengthens price. I am merely 
saying that, and we all realize that originally you opposed target 
prices. 

Secretary Block. I still don't like target prices very much. I can't 
help my philosophy, sir. 

Senator Heflin. If you have to catch a plane, I have a number of 
questions. I don't want to delay you. 

Secretary Block. I do have to go. 

Senator Cochran. Mr. Secretary, thank you for coming up to the 
Hill I know you have a problem with a flight at 5:05. You need to 
go. 

Secretary Block. Mr. Chairman, thank you for your time and 
the rest of the committee, and we look forward to working with the 
rest of you on this program.' 

As I said in the beginning, what we have right now is not good 
enough for agriculture, and we must have something more. This 
looks to me like the only practical game in town. 

Thank you. 

Senator Cochran. The hearing record will remain open for state- 
ments by other members or interested associations. They will be in- 
cluded as part of the hearing record. 

The hearing is adjourned. 

[Whereupon, at 4:25 p.m., the subcommittee adjourned, subject to 
call of the Chair.] 

'See p. 190 for additioua] material relating to PIK supplied by the Department of Agriculture, 
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APPENDIX 



Statembnt of Hon. David L. Borbn, a U.S. Senator From Oklahoma 

I would like to commend Chairman Cochran and Senator Huddleston for calling 
these hearings and giving me a chance to express by views on this legislation. For. 
today, the agricultural issue is the major issue we face. Until there is economic re- 
covery in the agricultural sector, we'll never have a real economic recovery in the 
United States. 

For example, in my home State of Oklahoma, net farm income averaged $2,017 in 
1981, according to the Oklahoma Crop and Livestock Reporting Service. The total is 
48 percent below the 1980 level of $3,895. The net income before inventory adjust- 
ment amounts to only $14 per farm. The $14 figure was corroborated in a recent 
report, entitled "Economic Indicators of the Farm Sector," published by USDA in 
mid-November. The USDA report also stated that the number of farms In Oklaho- 
ma, between 1978 and 1981, declined by over 2,000 and that total farm debt in Okla- 
homa increased during the same period of time by about S2 billion, while production 
costs increased by 166 percent. 

Nationwide, the Farmers Home Administration reports a 47.7 percent decline in 
loan volume from 19S1. and a record 8,227 FmHA borrowers were forced out-of-busi- 
ness during that year. 

These figures readily show that we have a serious economic problem in agricul- 
ture, not only in Oklahoma, but all across the country. In fact, I would venture to 
say. that we are not threatened by an economic depression on the farm at the pres- 
ent time — we are in the middle of a depression. Clearly, something must be done. 

I commend Secretary Block for his concern and recognition that there is a serious 
problem in agriculture, and that we are going to have to take drastic action if we're 
to reverse the trend. We share the belief that it will take a massive acreage reduc- 
tion to bring supply more in line with demand, 

I do have questions about how the payment-in-kind (PIK) proposal would operate. 
From our calculations, this proposal will not raise the market price enough to really 
help our farmers. Further, without a substantial paid diversion combined with PIK, 
I don't believe farmers will have sufficient cash to survive, 

I do not believe the PIK should serve as a replacement for the program that is 
already in effect for 1983, If anything, the farmers should be given the option of 
idling an additional percentage of their acreage in return for an in-kind payment. 
Furthermore, the minimum program requirement for 1984, the 7,5 percent acreage 
reduction and the 7,5 percent paid diversion, is, in my opinion, totally inadequate. 
Even if a PIK program were to be offered on top of this, I still question whether the 
farmer will have enough cashflow to survive, 1 would recommend that if we place 
any minimum that we look seriously at a minimum level somewhere between 20 
and 30 percent for all crops. 

I certainly question the implications of allowing the Secretary to pull whole farms 
out of production, I don't believe it's fair for only certain farmers to have the oppor- 
tunity to participate in whatever the program is. This, it seems, will be the obvious 
result of the payment-in-kind program, as, for economic reasons, we cannot let ev- 
eryone pull out of production all of tbeir acreage or it would literally destroy an 
already depressed rural economy. 

Additionally, I think we should question how the farmers who get to participate 
are picked. The logical method would be by bids. But, if such were the case, all the 
family farmers would be left out because the big farmers could under-bid them, I 
would certainly recommend that a maximum be placed on the amount of acreage 
which could be idled on any one farm and thereby allow everyone to participate. 
After all, if we're going to really help the farmers, we should help all of them. Let's 
not pick and choose which ones we will let survive! 

From all our calculations, I do not see how the Secretary intends to offer a HK 

program using just government-owned stocks. There simply aren't enough. It would 

(99) 
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seem to me the only other place to acquire stocks to operate such a program would 
be the farmer-owned reserve. Granted, we do not like the fact that the reserve has 
grown to an excessively high level and is hanging over the market. But, it is impor- 
tant to remember that while grain is in the reserve, it cannot become free Htocks. 
unless the market price increases. Now it would seem that if the Secretary intends 
to pull grain out of the reserve, the obvious result will be a lower price for the 
farmer, 

1 was pleased to see that the Cochran-Huddleston bill addressed the area of ex- 
ports, also. I, too, believe our export markets must be strengthened. The U.S. poul- 
try industry has been victimized by other nations which subsidize their own poultry 
exports, enabling them to undercut American exports in international markets. Ac- 
cording to the USDA's Foreign Agricultural Service, exports of whole young chick- 
ens have decreased 60 percent from June. 1981. to June, 1982. a decline of 45,000 

The loss of export markets to France and Brazil is the most dramatic example of 
this decline. From January to June of 1981. the U.S. exported 22,438 metric tons of 
poultry to Iraq and 25,857 metric tons to Egypt. During the same period in 1982, the 
U.S. exported nothing to these two countries after losing bids to France and Brazil. 
This loss represents approximately 1.7 percent of total U.S. production for this six- 
month period. 

In comparing export levels during the period of 1954 to 196G with the period 1979 
to 1980. it is obvious that the U.S. share of the Middle East market for whole chick- 
ens has seen a staggering decline, from 91,7 percent to 5,7 percent. During this same 
period, the marketshare for the European Community rose from 4.1 percent to 54.2 
percent. 

The Office of the U.S. Trade Representative is now dealing with a Section 301 
Unfair Trade Practice case relating to poultry. I strongly urge the Trade Repre- 
sentative to take expeditious action through the dispute settlement process so that 
these subsidies, which obviously have given other nations and unfair advantage, will 
be made more equitable to U.S. poultry producers. We, too. must do all we can to 
regain our lost markets. 

Nobody favors balancing the budget more than I do. I have repeatedly supported 
legislation to reduce the deficit. One of the reasons 1 believe so strongly in a bal- 
anced budget is that I feel it would be the best way to help our economy. In my 
opinion, it will not help our economy one bit. however, if we have a surplus in our 
budget and at the same time allow our farmers to go broke! 

Agriculture was, is, and always will be the foundation of this country . . . that is, 
it will be the foundation of a strong country. We can let our farmers go broke, but I 
think our posterity deserves better, 

Statiubnt op Hon. Alan J. Dixon, a U.S. Senator Prom Ilunoib 

Mr. Chairman, what's on all of our minds here today is a depressed agricultural 
economy. Interest rates have moderated some in recent weeks, but they're still too 
high. Production costs may not be outstripping infiation, but they're still on the 
rise. Commodity prices are down, our export market needs a boost, and, in real dol- 
lars, the estimate for net farm income for 1982^about S19 billion— is the lowest 
since the days of the Great Depression, 

We in the Congress are now called upon to consider alterations in our agricultur- 
al policies. As we do that, we must try to assess as accurately as we can the impact 
any changes will have on the farmer and the economy, 

American farmers have completed another record year for total crop production, 
including new highs for corn and wheat. 

The USDA estimates the corn crop will yield more than 8.3 billion bushels. 

Based on the most recent estimates, only about 7.6 billion bushels of this year's 
crop will be needed for domestic and export use. 

'That means nearly 3.6 billion bushels will be carried over into the next crop 
year— the largest carryover in history. It is estimated that at the end of the 1982/ 
1983 crop year, the United States will hold 80 percent of the world's carryover stock 
of corn. 

This overabundance of course, tends to depress farm prices. 

As a result of congressional action taken earlier this year, the USDA recently an- 
nounced its 1983 farm program. The emphasis on the program is to reduce produc- 
tion, lower government outlays, and raise prices. 
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FarmerB tend te ignore the Government's plea to plant 10 percent less in 1982. 
The 1983 program is designed to increase farmer participation, and thereby reduce 
overproduction. 

I was a cosponsor of, and worked for, the Senate amendment that provided for the 
1983 paid diversion /reduced acreage program, and I beheve it can help reduce our 
surplus, strengthen our markets and save the Federal Government some money. 

Now, the Department of Agriculture is considering adding something to the al- 
ready-announced program. It's a feature known as "pa3'ment in kind." 

We should look closely at this option, I hope the Department will have answers to 
a number of questions that are in the minds of Illinois farmers. For example "Mow 
will farmers be able to market the grain? What will be the effect on prices? Who 
can participate? How do you participate? Will there be participation limits by 
county? Will the 150,000 payment limitetion apply? At what rate will payment be 
made: 100 percent of eetabli^ed yield or a leaser amount?" 

Mr. Chairman, I look forward to hearing what our distinguished group of wit- 
nesses has te say on this new proposal. 
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Mr. Chairman, my name is Gary D. Myers and I am President of 
the National Council of Fanner Cooperatives. The National Council 
is an association representing more than 6,400 famer cooperatives 
with a combined membership of Z million member-owners . The National 
Council s TTieiiibership includes 114 regional marketing and farm supply 
cooperatives, the 37 banks of the cooperative Farm Credit System, 
And 31 state councils of fanner cooperatives. Our members handle 
pract calty every type of agricultural conmodity produced in the U.S., 
market these cormiodi ties both domestically and overseas, and furnish 
production supplies and credit to their fanner members and patrons. 

The National Council comnends you Mr, Chairman, and the other 
members of this Conmittee for conducting this hearing in an effort to 
gain additional input on initiatives which could be taken to improve 
our current agricultural situation. Me at the National Council be- 

eve that an mprovement in the agricultural economy will only occur 
through a concerted effort by those of us interested in maintaining a 
viable agricultural sector. Any policy which the Congress adopts in 
an effort to improve this situation must be geared towards reducing 
carryover stocks on the domestic side and enhancing U.S. farm product 
exports in the international marketplace. 

Many of the general farm organizations as well as conmodity groups 
will address the costs and benefits of the proposed domestic PIK [i, e, 
Payment-in-Kind) program on reducing carryover stocks of both 
wheat and feed grains. In an effort to avoid duplication, I would 
like to focus ray attention specifically on the export situation and 
propose to the Conmittee a program which would help enhance the U.S. 
market share for a'number of agricJltural conmodities. 

As you know, in F1"82, the gross value of U.S. agricultural exports 
declined over $4 billion from 143.5 to $39 billion. This represented 
the first year-to-year decline in the gross value of U.S. agricultural 
exports since 1969. The U.S. Department of Agriculture is currently 
projecting that in FY'83 U.S. exports will decline to $37 billion. 
In addition, the Department is projecting a decline in export volume 
in FY'83 from 163 m m t to 155 m.m.t. 

Mr. Chairman, there are a number of reasons for these projected 
declines in both the value and vo ume of U.S. agricultural exports: 

(1) Uorld_wi_de recession — The depressed world economy has 
dampened growth in the demand for agricultural products, particularly 
in the middle and high income countries. In 1978, GNP grew at an 
annual rate of 4S in the industria zed countries and 3.8$ in the 
LDC's. In 1982, the projected growth rates have fallen to .« in 
the industrialized countries and 2.51 in the LDC's. 

The largest decline in the demand for U.S. agricultural products 
in terms of value from 1980/81 to 1981/82 have been in: Latin 
America - $1.9 billion, Asia - $1.3 billion, and Eastern Europe - 
$1.0 billion. 

(2) Strength of the U.S. dollar — During much of the 1970's. a 
weakening of the dollar acted as a stimulus to demand as U.S. 
products became cheaper relative to foreign currencies. However, 
over the past two years, the value of the dollar against other 
currencies has Increased roughly 20%. Since September 1981, the 
USDA's index of trade weighted dollar exchange rates for all U.S. 
agricultural exports has increased 30X. The increase in the index 
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has been lead by: wheat - 39%, corn - 32%, and soybeans - 232. 

(3) Credithinrthiness problems facing U.S. customers -- Many of 
the nations currently esperiencing creditworthiness problems repre- 
sent some of our most important markets -- Mexico, Poland, Brazil, 
Peru, Venezuela, Bolivia and Romania. The debt burden in developing 
countries will exceed S600 billion by end of 1982, more than half of 
which is owed to coirinercia banks in the West. In Central and South 
America alone, the accumulated foreign debts approach a staggering 
$240 billion -- more than triple the debt of just six years ago. 

The downturn in imports of U.S. agricultural goods is perhaps 
most visible in Eastern Europe, This i-eg on, once one of the most 
promising growth markets for U.S. farm exports, has seen imports of 
U.S. agricultural goods decline by 55". in the first half of fiscal 
year 1982, compared to a similar period in 1981. And 

(4) Increased use of export and production subsidies by the EC -- 
The EC's aggressive use of export programs since 1976 to dispose of 
surplus stocks, generated by the ■[■ h gh interna support prices, has 
made the Community a major contender for world markets. This is 
shown by the fact that: 

-- EC exports to countries outside the Conmunity have more than 
doubled in 5 years; 

-- The EC's 1982 exports of over J80 billion in farm products to all 
sources will continue 2 decades of uninterrupted gains in farm 
exports; and 

~ EC exports of close to $30 billion to third country markets in 
1982 will be approximately three-fourths of the entire U.S. export 
level. 

The dramatic growth in EC agricultural exports has been closely 
correlated with an increase in their funding for export subsidies. 
In 1976, the EC exported $12 billion of agricultural conmodities 
while spending $2 billion on export refunds. By 1982, the EC ex- 
ported $40 billion while spending J7 to 8 billion on export refunds. 
MARKET EHHAHCEMEHT PROGRAM 

Given the dramatic change in the U.S. export picture and the 
reasons for this change, the National Council of Farmer Cooperatives 
urges the Congress to adopt a strong export proposal which will help 
to re-establish the U.S. in the world agricultural marketplace. Any 
export package adopted by the Congress should have two primary goals: 

(1) Enhance the U.S. market share for those connodities included 
under the program; and 

(2) Offset the continued use of export subsidies by the European 
Community. 

The National Council firmly believes that the Administration will 
continue to be unsuccessful in the r attempts to negotiate the issue 
of export subs dies with the It because the U.S. is bargaining from a 
position of weakness. A well designed market enhancement program 
would give the U.S. a tool which would counteract the EC's export 
refunds and in addition, provide a basis for bringing the Europeans 
to the negotiating table. 

The National Council's Blue Ribbon Committee on Trade met this 
week to formulate an agricultural trade program. The Committee's 
proposal, the Market Enhancement Program, would operate as follows: 

(1) USDA/FAS would establish export targets by comwdity (at 
the beginning of the marketing ^ear) for each mporting country. 
Export targets would include both connercial and concessional sales. 

(2) Once an importing country reached its export target, the CCC 
would begin to grant bonus certificates to the importers for each $1 
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any i-oninodity 

-- Currently in CCC inventory; 

-- Covered by a Federal marketing order which had a reserve 
pool established; or is 

-- Determined by the Secretary of Agriculture to be losing its 
share of the market due to the use of export subsidies or soft credit. 
H) The value of the bonus certificates issued by the CCC would 
be set by the Secretary for each commodity and in each market where 
the program applied. This authority would give the Secretary the 
flexibility to set the value of the bonus certificates at a level 
necessary to meet existing competition. 

(5) The Secretary would have the authority to offer dairy products 
as part of any sale through the certificate program. 

(6) The Secretary would be gi 
certificates to any country where i 
shipments were taking place; and 

(7) The Secretary would be given the authority to administer a 
similar program under Titles I and III of the P.L. 480 program. 

Mr. Chairman, the National Council strongly supports Title III 
of your bill which provides the Secretary with the basic authority to 
implement the Market Enhancement Program. We would encourage the Com- 
mittee to include additional language in your bill giving the 
Secretary the authority to include non-CCC owned commodities under 
the program -- including those under marketing orders and some 
value-added commodities. 

Again, Mr. Chairman, thank you for the opportunity to appear 
before the Committee this morning and I would be glad to answer 
any questions the Committee members may have. 



[The following was submitted by, Mr. Myers, see p. 21 for orai 
reference;] 

E National Council of 

Whereas, there is a need to continue to push our international trading partners 
towards free trade; and 

Whereas, there is a tremendous surplus of dairy products, including butter, 
cheese, and nonfat dried milk, in the United States being maintained at a coneider- 
able cost to the U.S. taxpayer; and 

Whereas, the there is a need to offset the impact of inequitable trade practices 
established by our competitora in the world market; be it therefore 

Resolved, that the Secretary of Agriculture be strongly encouraged to use every 
authority available to him to move surplus dairy products into the inlemationfU 
market 
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Washington, D.C, 

The Nacional Ccange, representing mesibers In 41 states, wishes 
to thank you Hr. Chairman, for calling this hearing to explore new 
netliods of production and stock reduction of the major conmodlties. 
Ue also express our appreciation to you and Che ranking minority 
member. Senator Huddles ton, for introducing legislation that address 

1 do not believe It la necessary to review the conditions in 
American agriculture that brought about this hearing and others to 
follow. Our farmers are faced with low prices, increased production 
costs, dwindling domestic and foreign markets - a blueprint for a 
financial disaster in agriculture in any year - plus, huge stocks of 
wheat, feed grains, rice and cotton that make the future indeed bleak. 

The conditions that exist today Here brought about by many 
factors; three years of good weather at home; no major crop failures 
around the world; increased foreign production to meet the require- 
ments of the Soviet Union after we gave up that market; a declining 
world economy and increased value of the dollar leading to Che drying 
up of third world demand and the failure in the admin la era don of 
domestic farm programs that did not take into consideration Che de- 
cline in world demand and the lingering effects of previously placed 
embargoes of U.S. agriculture exports. All of this has led to the 
build-up of huge stocks of Che major agriculture coamodities and 

No one Administration is at fault, there is enough blame Co go 
c of U.S. farmers will not be served by 
fellow for the condition of Aaerlcan agri- 
culture. We all have been guilty of believing that ue could exporc 
iiur way to farm praspericy, not taking into eonaideraclon Che vaga- 
rioa of the world market. Export we must. IE our farMrs are to 
maintain the production capaciCy Co furnish the domestic Market with 
an abundant supply of food and fiber at reasonable prices. But we 
must realize that the export growth of the 70'b can noc be expecced 
i» I'tincinui.' forovi'r. He know nuw thnt Che only domestic farm program 
can not be Just Increased emphasis on agricultural exports. Con- 
tinued promotion and long-tera market developmenc is needed, backed- 
up by domescic farn programs that provide a safety neC of price 
flours and orderly markecing provisions. 

The National Grange cautions againsc scraping present farm pro- 
Krams for any untried provisions that would remove or freeze target 
price procection. Ue agree that the next Congress should look at the 
level and escalation of target prices for 1984 and 1985 but ue do noc 
agree Co changing Che target 'prices for 1963 under any conditions. 
Tlie primary reason that farm program costs for the major commodicles 
have escalated so rapidly is that we are buying out two years of over- 
production in one year in order to reduce stocks and enhance prices. 
Farmers are harvesting the results of an inadequate Farm program. It 
seeds as if someone in this AdminisCracion discovered that if prograB 
benefits were low farmers would noc comply, therefore reducing Che 

The scocks reduction and conservation program, better known as 
Lhi' Payment In Kind (PIK)' prograa has aerie in meecing some of Che 

lional option for 1983 to secure increased acreage diversion above 
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cliiil already anmnmcL-d by the Secretary. If the track record in 1983 
:iir PIK is positive it could be retained as a program option for 

isked to give up or a| 



and Senator Huddlest 
program direction wl 
encouraged that your 






t of I 



of farm prograae 
, However, with 



land frc 



The Agricultural Act of 1982 also contains some Innovating 
ideas on disposal of surplus stocks by giving the Secretary of Agri- 
culture authority to make available to U.S. enporters, U.S. pro- 
Corporation CO encourage the sales of U.S. farn products. This is a 
novel idea that has inerlt but we question how much of our excess 
stocks would be moved. We certainly agree that some assurance must 
be In place regarding transhipment and Interference with commercial 
sales or the effort would be counter-productive. We would much pre- 
t CCC surplus stocks be sold through farmers, via the PtK pro- 
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It Is difficult for the Grange to support or oppose the stocks 
eduction and conservation program CPU) when all we know of the pro- 
ram ia the concept. However, we would like to make the following 



The payisent In kind program shot 
programs as announced for 1983. 



i not be asked to accept lower loan levels 
in or a freeze of target prices la exchaage 
1 quantity. 



than box of the tillable acres in any one farm should be 
diverted under the EtAP or PIK programs. 
5. To minimize the effect on market prices, the payments in 
kind shoul.1 not be made until after the 1983 harvest and 
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rhe total aaount of land diverted under the progran ahould 
be decemlned by the Secretary - Caking Ijito account the 
anaunc of CCC stocks, the nuaber of acrea diverted under the 
RAH and thu estiaated dlsappearancie of the crop during the 

The farn ahould have the option of taking back grain stored 
under the regular loan prograa, the faraer-owned grain re- 
serve or paynent in kind froa CCC owned grain. 



and sharecroppers. 

Kr. Chairman. Che national Grange nee 

ycmJ JuKt endorsinj; Che concept. It looks 
more InEormaclon im progran details are ne 
a final Judgement. 

This concludes our staceaeat Mr. Chai 
respond to any questions you or neabers of 
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The Anerloan Farm Bureau Federation, the nation's 
largest voluntary organization of farners and ranchers. 
appreciates this opportunity to present Its recommendations 
for change concerning the fam price support and related 
export programs. 

This hearing is timely and represents responsible action 
by this subcommittee, as rarmers and ranchers complete one of 
the worst years of net farm income caused by abnormally large 
supplies, weak demand, and resulting depressed prices. 

Existing farm program statutes have resulted in outlays 
of $12 billion for agricultural support in 198E. These costs 
resulted from a coBbination of outright purchases of surplus 
dairy products, deficiency payments to farners, and new and 
outstanding CCC nonrecourae loans. The prospects for 1983 
are even more staggering, with an outlay of as nuch as jl^ 
billion estimated. 

As net farm income continues at its depressed level 
against the backdrop of stringent federal budget conditions, 
solutions are sought for what has become a complex, and 
often very political problem, using the tools available In 
the price support programs. 

The Congress and Secretaries 

prices as "income protection", and the farmer-oui 
reserve as a mechanisni to "store our «ay to prosj 
Kane of these programs has succeeded In improvini 
lizing farm income. On the contrary, these basit 
have distorted the market signals from agricultui 
tion. They have resulted in continued overprodui 
basic commodities. These farm program tools are 
used as political footballs to convince constitui 
the programs are good for them, and that those wt 
them are worthy of reelection. 

Farm Bureau Is pleased to present a number < 
elfie recommendations based upon the policy of oi 
delegates, and recent actions by the AFBF Board t 
Directors. Our recommendations include: 



(1) Implement Farm Bureau's "Freeze and Fix" program 
(copy attached], including a legislated three year 
freeze on all loan rates and target prices. 

Loan rates and target prices are already excessive. A 
freeze on loan rates will assist efforts to expant denand by 
not increasing floor prices out of line with market clearing 
prices while the artificially high incentive to produce will 
be curtailed. This will help reduce both ending stocks and 
potential government outlays. 
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.oan program ror the 
full nine-month duration. 

(3) Establish "producer c 
farnier-ouned grain n 
would be lower than < 
would serve as prices at which producers could 
reiDove grain without penalty, or have the optioi 
leaving the grain in the reserve and continue t< 
collect storage payments. 

Inplenenting (2) and (3) uould result in a more marl 
oriented farmer-owned gral 
be required to use the CCC 
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participate in past acreage reduction programs. It has Iso- 
lated grain fron the market, discouraged usage, and 
encouraged expanded production. 

(1) Repeal the current authority for the Secretary to 
Impleioent a 50 cents per hundredweight assessment 
on all milk marketed, and substitute the program 
■m Bureau last summer. Farm 
i recognized as a responsible, 
viable, and cost effective means of correcting the 
current dairy problem. Farm Bureau's program redu- 
ces the unnecessary burden to taxpayers of billions 
of pounds of dairy product purchases annually. 
Farm Bureau proposes that the dairy price support 
be established on an annual basis, at levels 
iing to net CCC purchases for the pr* 







i2 mont 


-hs. The 


■ in 


idex 


ing 


of the 


: support level to 




CCC net 


■ pui'olases 


is 




jn in t 


he attached table. 




Altho 


ugh th 


e focus 1 


3f 


today's 


. heari. 


ng is generally 




n the whe 


at, fe 










1 cotto 


n sectors. Farm 


Bi 


ureau supports 




of 




i da 


.iry pr 


□gram at this time 




ince the 




t prograi 








ptable to producer: 




nd ineffe 


ctive 


in deal-ii 








erprodi 


jction and excessiv 


government 




. In ad. 


dit 


ion, 


, th 


e dair. 


y sector is highly 


di 




on the 


feed gr. 










two are directly 




elated, a 


nd are 




tly 


tit 






farm programs and 




ipply/dem. 


and si 


tuations 


of 


evf 


try 


commodity. 




There 


are s. 


everal b 


111. 


s nc 


>H b 


■efore ■ 


the Congress 




lich woul 


d repeal the ci 


jrri 


ent 


aut 


horlty 


for dairy 












t13. 






inimum support 


pi 


rice. Th 


ese proposals ; 








sightei 


d and irresponsible 


li 


1 not Inc 




a solut' 






the 


probli 


em. They 




iuld resu 


It in 


increase! 




xpof 




to th. 




federal tr 


easury 


, while i 








Ing da. 


iry producers with 


tl 


le apprcp; 


riate i 


larket s. 


ignal t 


:o r 


educe i 


production. 



The Farm Bureau proposal will result in an immediate 
signal in the form of a reduced price support to curb pro- 
duction, while ensuring a recovery in the price support In 
the out-years once supplies are brought in line with demand. 

(5) Implement to the fullest extent all programs 

available to assist in and promote the export of 
U.S. agricultural commodities and value-added pro- 
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since this Adninistratlon h&s eoae Into orfioe, both 
the White House and the Secretary of Agriculture have pro- 
vided no Bore than "lip service" and token gestures towards 
the Idea of expanding the volume of U.S. agricultural 
exports. For nore than two years. Farm Bureau has sup- 
ported a CCC revolving fund for agricultural exports. The 
nembers of this aubcomnittee have agreed, as evidenced by 
the provision In the 1981 farm bill. However, the 
Administration continues to oppose the funding of this 
account. Farn Bureau reiterates Its support for a $2 
billion appropriation for the export revolving fund. 

Since the late ig70's, no funds fron the Export-Inport 
Bank have been used to finance the sale Of U.S. agrlcutlural 
coDnoditles abroad. As part of a serious commitment to 
lu recommends that the 
ircentage of its funds equal to 
the same percentage that agriculture accounts for total U.S. 
exports. S. 1852 by Senator Jepseo achieves the above goal 
by mandating use of Ex/Id Bank funds for agrlcuture. 



recent CATT ministerial, meetings in Geneva, which resulted in 
very little agreement. It has become obvious that if the U.S. 
is to recover many of the third country markets which have 
been confiscated by the European Community, some form of sub- 
sidization of our exports or dumping of surplus stocks on the 
essary. Farm Bureau recoDinends that 
used for this purpose thereby putting actions 
behind the countless words that have been thrown across the 
Atlantic to the Europeans. 

Significant quantities of grains and dairy products could 
be liquidated on the world market at the expense of the 
European Conmunity, It Is unlikely that there would be need 
to continue this practice for any long period of time once the 
Europeans realize that the U.S. Is seriously dealing with the 

Contract sanctity is the last area of concern for the 
agricultural export situation. Farm Bureau strongly supports 

the bill introduced by Senator Lugar S. 2357 y"'-^ 

the sanctity of all agricultural export contr: 
period of six months, except in case of war. 
represents valid contract sanctity legislation. Its provi- 
sions cannot be nullified by a declaration of national 
security or emergency conditions. Such legislation. If 
enacted, would serve to strenghten U.S. /Soviet ties in rela- 
tion to grain trad 
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prior to any final deteralnatton uith regard to auch a 
prograin, a. number of questions should be answered and provi- 
sions refined. What percentages of Iftnd would be utilized for 
acreage reduction prograa purposes? Should psynent in kind 
replace or supplement cash diversionary payments? 

Should there be minimum and maxlmua percentages? Would 
farmers be allowed to remove their entire crop acreage froa 
production in exchange for compensation under the progroB? 

How would payment In kind be made to producers who may 
farm In regions of the country far renoved from where- the 
cofflmodlty Is stored? Should farmer-held reserve grain be 
used for payment in kind? 

Any "payment In kind" prograB which is Implemented must 
provide adequate economic incentive for producers to par- 
ticipate. Tc reduce production, it Is necessary to reduce 
the number of marginal acres from production and to assure 
that these are productive acres. The exchange rate for the 
commodity, and the volume of the commodity must be suf- 
ficient for the farmer to consider that option to be a more 
profitable alternative than producing. 

Whether the program is foasible nay also depend on the 
producers being willing to accept the coomiodlties in lieu of 
a cash payment. Experience In the early 1960's demonstrated 
that producers would rather have the cash than the com- 
modity Perhaps they recognized the problem with dumping 
CCC stocks on the market via the producer, which may serve 
to depress current market prices for the current crop. 
However, this may be necessary for the long range goal of 
reducing carry-over stock. 

Farm Bureau would also like to take this opportunity to 
comment on S. 3071, by Senator Cochran, which proposes major 
farm program changes for 1984. 



cotton and rice, with 50 percent of such reduction being in 
the form of a paid diversion. Considering the current suppl] 
situation, and the alight increase in carryover stocks for 
1983, It is not out of line to consider a requirement for 
19811. The past several years, unfortunately, have 
demonstrated that the Secretary of Agriculture Is unwilling 
to impleaent paid diversion programs on his own. In that 
regard, this provision Is appropriate. Even if a disaster 
should occur, with widely dispersed production, the volun- 
tary nature of producer participation in this program will 
provide the necessary safety valve to allow the United 
States adequate supplies. If such a program is inplemented 
for 1981, Farm Bureau supports utilizing payment rates not 
less than those Implemented in )983- 

In commenting on the payment in kind program included 
In the bill. Farm Bureau is pleased that the legislation 
authorizes the Secretary to implement such a program, rather 
than mandates such action. This is wise, since the program 
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have been explored. The provision requiring the Secretary 

implementing the program is important, although Farm Bureau 
does not expect that producers wHl enroll in such programs 
to the extent that local comnunlties would be threatened. 

proposed by Senator Cochran. Such increases are not 
justified and actually will serve to discourage domestic usage 
and price U.S. commodities out of the world market. 
Additionally, a loan rate hike is likely to increase 
forfeitures of commodities to the Ccmmodlty Credit 
Corporation, as loan rates are currently too high in rela- 

Farm Bureau is very concerned that if loan rate increases 
were implemented while a PIK program was established for agri- 
cultural exports, the CCC would be set up as the middle man to 
export U.S. agricultural commodities. If the CCC did not 
export the commodity, it would pay it back to the farmer for 
reducing his acreage, only to depress prices and promote addi- 
tional forfeitures back to the government agencies. 
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STATEMENT OF DAVID SEKTEH , AMERICAH AGRICULTURE MOVEMEBT , IMC. 

He. Chairman and Bcmbera of the comnlttee, 

I appreciate the opportunity to represent the American Agriculture 
Hovement, Inc. before the Senate Subcomalttee on Agricultural Production, 
Marketing, and Stabllliatlon of Prices on this matter of ImpoTtance. I 
uant to thank the Chalman for seeing the need to pursue this natter 
now. Instead of waiting until the regular session in late January. 

I read with relief Senator Cochran's proposed bill as It relates to 
loan rates and target prices. Ue feared an attenpt uould be made to 
eliminate target prices and lover loan rates. We were pleased this Is 
not the case, but do tske exception to the small increases for the loan 



The American Agriculture Move>ent', Inc. feels the loan rate should 
be Increased to the target level tor each coomiadlty. Farmers would ouch 
prefer their payaent come from the market place than a direct government 
payment. The increase In loan rate would lower the exposure for larger 
direct payments, and move the outlays Into recoverable costs through the 
commodity loan program. There needs to be a closer evaluation of ratio's 
In the new proposal to ensure the proper bslance to prevent comodlty 
shifts and undue pressure on one covaodity. 

There are several problena with 'In kind psynents' that cannot be 
Ignored. The amount of grain dumped onto the already depressed markets. 
The only way famers can create cash flow Is by selling the 'In kind' 
product. Uhere ulU the commodity be located? What will the storage 
cost? Can the producer leave the product In place? or, UIll he have to 
take delivery on It? Is this a move to stop paid diversion or target 
prices? All these questions must be answered to fully understand the 
proposal. 
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U.S.D.A. can do anything coDBtcuctlve or destructive In lapleoentlng 
1 program. Coogcess must be very careful In drafting such changes to 
insure that the Intent of Congresa be carried out. 

One thing la certain, we nust have 'supply management'. If the 
'supply aanagement' policy had been In place, we would not be facing 
these problems today. AAH supports mandatory supply management. 

s. It will be very difficult to administer and/or operate a 
itive workable program. 

The AAH would like to make the following Suggestions: 
1. There should be an Increase in the nlnlnium set- 
aside for each crop for 1984. A twenty five percent (251) 
mlnimuB set -aside for all commodities should be put Into place. 
The .paid diversion, and pre-def iclency payments should continue as 
In the existing program, with the only 'in kind' payment on any 
additional set-aside over and above the minimum. 
Z. Increase the loan rates to the target price levels on all 

3. Add soybeans to the provision of the bill. 

4. Maintain the ratios on all coi^odltiea to keep thaa In balance. 

5. He do not feel, U.S. produced grain should be given away to 
foreign customers. It Is bad enough to sell below the cost of 
production, but to give away our natural resources would be 

■o insult to America's producers. The only exception would be. 
If direct foreign aide monies could be replaced with farm 
Coimnodltles. The State Department could purchase the commodities 
from CCC, then deliver this aide to the receiving country. 
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Nexc, I would like to discus* an Idea foi all of u* to look at. 
Secretary Block has discussed Che idea of a no plant, entire base, or . 
fam set-aside. As an additional offering If the Departnent made available 
this "no plant' provision with 'In kind' paymenta to borrowers unable to 
get additional financing from lenders, several things would happen. 

(a) These producers would not have to borrow any additional Boney 
for the 1983 crop. There would be no intereat due on a loan. The 
'In kind' payment could be marketed and used to pay land paynents, 
equipment payments, etc. to maintain the operation foe the 19B3 
crop year. 

(b) This would prevent used equipment from being forced onto the 
already depressed equipment markets, prevent land from devaluing by 
forcing more onto the suction block, and save many family farm 

(c) This would be a big help to ymHA, who are struggling to maintain 
Us borrowers. This could also help PCA's Federal Land Bank, and 
private lenders. 

(D) Another benefit, would be the additional land Idled uhich will 
draw down on stocks, which will lead to higher prices. Higher 
prices will Insure many that are In an unf Inanclable polstlon now, 
the opportunity to reflnonee their business' for 1984 crop. 
I bring this Idea to this Subcoranlttee for your reaction. This 
solution may be the only hope to prevent forced liquidation, and even 
forclosuce for thousands of farmers across this nation during the coming 

Thank you for your consideration on our proposals. 
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The AAH recognizes the iiniortance of keeping all major crops equally 
priced so as to prevent farmers aritching from cme crop to the other. 
Their avoiding expenasive machinery outlays and the problen of over 
production in certain areas thus depressing prices. Over the years there 
has been ratio's established between certain cr(q» at which ne will iratch 
this switching frcm crt^ to crop due to prices. These ratio's are as 
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STATEMEHT OF SBIRLEt S. CULLEI , MEMBER, BOABD OF DIRBCT0R8 

COTTOH WAREHOUSE ASSOCIATION OF AMERICA 

Thank you, Hr. Ctialrman and Heabers of the Cotmlttee. I appre- 
ciate the opportunity to testify before you today. Hy name ts Shirley 
Culley, and 1 an President of the Flora Coqiress i Warehouse Company, 
Inc., in Flora, Mississippi. I am appearing before you today on behalf 
of the Cotton Warehouse Association of America of which I am a member 
and on whose Board of Directors and Executive Connittee I have served 
for the past three years. Accompanying me is the Association's Executive 
Vice President, Don Hallace. 

The Cotton Warehouse Association of America is the major trade 
association representing cotton congress and warehousemen in a11 of the 
cotton- producing states fron the Carolinas to California. After cotton 
is harvested and ginned, we, 1n the warehousing industry, are responsible 
for receiving, weighing, saif)l1ng, storing, conpressing, and in so«e 
cases packaging, these bales until such time as they are shipped to 
domestic textile mills or ports for shipment to a foreign mill. 

I am here today to discuss the Initiatives being taken by you to 
inprove the poor economic conditions in rural America and to give you our 
views on the Department of Agriculture's "Stocit Reduction and Conserva- 
tion Program.' As the spokesperson for the Cotton Warehouse Association 
of America, I want to nake It perfectly clear that we do not oppose the 
premise that increasing cotton stocks need to be brought into a more even 
balance with regard to supply and demand. 

Although specific details on USDA's proposed stock reduction 
program are not public, 1t is w^ understanding that one proposal under 
consideration for cotton would reduce planted acreage by 40 to 50 
percent of the 15 million bale base acreage over the next two years 
through a payment- In- kind program. It is unclear whether this payment- 
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In-kind program. W)u1 d be made only from CCC-OMned cotton or whether -ft 
would apply as we11 to cotton currently under the CCC loan. Nfth 
regard to such a program, Mr. Chairman, I would like to bring to your 
attention some of the major concerns of the cotton warehousing Industry. 

First, we feel strongly that any acreage reduction, coupled with 
a payment- 1n- kind program, should be carried out 1n such a manner as to 
avoid creating havoc in the ginning, o11 ■llUng, and coiif) res s /warehousing 
se^aents of the cotton Industry, as well as in the other areas of the 
agricultural conaunity such as the fertilizer, seed, chemical, fuel, farm 
equipment, and transportation industries. In addition, there are nunerous 
small, rural businesses that depend on a balanced agricultural economy 
for survival. In our opinion, this 40 to 50 percent acreage reduction 
over a two-year period would cause a ripple effect that could be devastating 
to rural comnunltles such as mine. He are glad to note, Hr. Chairman, that 
your bill contains a provision directing the Secretary of Agriculture to 
take special precautions, by limiting the total acreage diverted from 
production under such a program, to assure that the economies of counties 
and local conriunlties are not adversely affected. Me applaud you on your 
foresight to include such a provision and urge you to make sure that any 
program the Department implements does not place an undue hardship on our 
rural communities. 

In 1973, the cotton warehouse industry had a CCC-approved storage 
capacity of approximately 22 million bales. Today, this capacity has been 
reduced to IB million bales, and with a large acreage reduction for 1963 
and 1984, a further decrease in storage capacity can be expected. We feel 
a smaller acreage reduction, phased in over a longer period of time, 
would be more beneficial to the overall and long-term well being of all 
segments of the cotton Industry and the agricultural conpunlty. Cotton 
is uniquely different from other conwiodttles and should be treated 
accordingly. It's true stocks have been rising in the past couple of 
years, but they are far below the excessive surplus levels of some of. 
the other connoditles. It should be pointed out as well that cotton 
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held In storage over a long period of tine does not deteriorate 1n 
quality as fungible connodltles do. 

Had the flooding we are presently experiencing in the Hid-South 
occurred a month earlier, half cf the cotton acreage In rny area Hould 
have been destroyed. Thus, m need to guard against a drastic reduc- 
tion In acreage so that such natural catastrophes do not prevent us 
from having an adequate supply of cotton. In our Judgnent, anything 
less than 10 million planted acres for 1983 and 1984 could certainly 
lead to the concerns we have expressed. 

Another concern deals with the cotton export market and foreign 
production. One of our most iif)ortant agricultural export commodities 
is cotton. Uith a large acreage reduction, we believe this market will 
be directly affected. In the long run, by drastically reducing domestic 
cotton production, the United States runs the risk of permanently losing 
a large portion of this export market. This happened last year with 
regard to wheat. When U.S. producers reduced their acreage, foreign 
produce-"; In countries such as Canada and Australia increased their 
planted wheat acreage for the purpose of gaining a larger share of the 
world Ttarket. 

Although I am appearing before the Subconnl ttee as a spokes- 
person for the Cotton Warehouse Association of America, 1 am also 
personally involved in agricultural-related businesses. My company 
stores and sells bulk fertilizers, chemicals, seeds and feeds. As a 
small businesswoman In a rural Mississippi cotitnunity, I want to voice 
my sincere hope that the concerns I have expressed here today will not 
become a reality. Hr. Chairman, and Members of the Comnittee, I urge 
you to seriously consider the consequences and the effects of such a 
program, not only on the cotton warehousing Industry, but numerous other 
small businesses directly involved in and dependent upon a strong 
agricultural economy. 
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STATEMENT OP SAMUEL T. REEVES, PRESIDENT, AMERICAIT 
COTTON SHIPPERS ASSOCIATION 

Hi, Chairman, I u Saaual T. Baavaa of Framo, California. I la 
PraaldcDC of Duoavant Encarprlsaa, Inc. I appaac todar In ny capacity 
aa Fraaldcnc of th« Anarlcan CotCon Shlppara Aaaoclatlon. Ita Dcobar- 
■hip narkets orec 801 of all D.S. grown cotton and tradea about on«- 
thtrd to one-half of all vorld axported cottons. Presenc with na ara 
Rudi E. Scheldt, PraaldanC of Hohanberg Bros., Memphis, Tennesaae, 
ChalRian of our national Affalts CooDlttce and Mr. ileal F. Glllan of 
Washington, D.C. , Vlca Prealdant and Canaral Counsel of Ch* Amarlcan 
Cotton Shippers Aaaoclatlon. 

Our teatlnony today vlll caTlew the current world and doaaatlc 
cotton situation and niggeal guidelines that the Adnlnlitrstlon and 
the Congraas should pursue In order to loprove the U.S. cotton aco- 
noolc situation and to prevanc Its further deterioration. At tha 
outsat let Be state that cotton auat ba clearly dtstlngulahed from 
wheat and faad grains. Our problema whUa no lass complex are 
different In scope. 

Beginning In 1970, U.S. cotton production and oarketlng trans- 
formed froD a government -orientated, goTemaent-coatt oiled and 
gavemnent-fiaaccad progra* to a world nar Ice C -or letted system vltb ■ 
a Mln l aua of goremient controls and almost no government payments. 
On overage, production and consmptlon rose during this period. 
Most Important, farm assets and Income rose drsmacleally. 

Overconfident with our success In these areas, we gradually 
allowed ourselves to dilute tha basic pr^lsas of a market -oriented 
system. Gradually wa reverted back to rigid mlnlnuo loan rates, un- 
realistic loan differences and target prices unrelated to world 
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iiazl^t pTl«B.~ Ite objacead to tha ratantlon of clw cooecpt «( ■ aln- 
laua loan In our taatlBony Co tlw coadtcaa la 1981, noclng chat ic 
"■uat b« appEO«cb*d wlcb cautlun. If «• ara Co avoid tha alacakaa of 
Cba past wbon slalanH Isan lavcla subaldlied the produccloo of foralgn 
growtba of coccon." Ho now Etod oursalvea In cha unflaxlble and vul- 
natable position of only balng abla Co narkac a pacctncaga of U.S. 
coctoo at HOTld prtcta. Th« sltuaclon haa baan fucchar lapaccad by 
two conaeeuclve yeara of abora-avaraga ylaU* to Cha U.S. aaccbad by 
Incraaaad Coralgn production and ytalda. Tba acrcngch of cba U.S. 
dollar In Cba laac thraa yaaca baa not only baan a datarrant to ex- 
port, buc haa baan an ancouEagoaaot, particularly In tba Soci^llaC 
and "soft curcancy" counCrlai, to liicraaae cbalr pcoduccloo. tfa now 
find ouraelvea Che caaldual suppliers of cotcon. He vill main In 
Chla poalclon unlesa poslclva naaaures are adapted. Sosie of ua recall 
tha helplassnesB ve falc duilDB tha late ISfiO'a as »e create a alallar 
•tCuaClon today. 

The World CoCtoa Slcuatlon 
Tha antlclpaced aorld carryover on August 1, 1993 will ba about 
30 million bales. An accepcable aorm vould be approxlnacely 21 nUllon 
bales or about 4 months' supply. Horld production for the year 1982-83 
will ba apptoxlmacely 6^ million balea, ultb on offtake of approximately 
66 million balca. 

Tho monchs ago I uas a U.S. delegate to Che lieetlng of tha Incer- 
oaciooal Coccon ^tdvlaory Cocmltcee la Cairo, Egypt, actended by almost 
all major cotcoo pcoduclog countries of cha world. Of Che 49 councrles 
In sctendaoce, 47 Indlcaced chac next year tbay would either Increase 
or maintain chelc coccon acreage. 

U.S. cotton onist atCsnpC to cmpace In a world marksC^lace 
■Itb 74 coCton producing nsttona. of irtilcb Courtaan product approx- 
imately 901 of tha world's cotton. He simply cannot escape the fact 
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that loan larala daalfiMd Co prlaartlr banatlt Q.S. prodocars, can In 
raallcy aquaU? bcnaftt fortlcn pTodueari, particularly thoa* Is 
caotralljr cootrollad gorarnmenCa who have sort flaxlblllty to rapidljt 
tncTcaaa planting! and caka •"■«■'""■■■ and innnadlate advancaga of our 

A good example Is Clilna. Thrae yaara ago thaj Inportad approx- 
laateljr It allllon bale* of eocton of uhlch ovar half c^ froa tb« 
Doitad States. This ytmx tnports mlgM b* leas than 1.5 sllllon bales 
of vhlch alBost ooaa will come Cioa the Dnltad SCsCea. They have 
aonouncad In Che last ueek they continue to plan on expanding chair 
cotton production 41 to 51 par year and In tha near future trill be a 
oat expDTteT of cotton. I taallza that varbaliiad expectations may 
not result in concrete reality. But vtien I look at Cblna'a gtatlsttcs 
over Che last 5 Co 6 years, I nuac listen serloualy to cheir vorda. 

The U.S. Situation 

1. AnCtClpacad carryover on August I, 19S3 vUl appcoxliuce S 
Dillion bales. A oomal carcyover sould appraxtaate 3.5 aillioti 
bslea. 

2. There are approximately 3 mlllloD bales of 1980-81 and 1981-82 
crop presently in farser-held loans. It is anticipated chac an addl- 
tonal 2 to 2.S aillioo bale* of the 1982-83 crop will find its nay 
Into the loan. 

3. In three yeara donaaclc consumption has decreased 19X, to 10 
years 321. In Cbrae yeara axporca have decreased 4ZC, falling back 
to their level of tea years ago, bringing oar exports down Co appeox- 
tmacaly 5 million bales in ch« current msrfcsclng year. 
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To M^BUlza, tbcra !■ an ovarcupply of approzl»c*l]r 9 Billion 
bales worldvlila of which approxl>ac«lr ^-S Blllton la in cha Dnltad 

Laalalatlv BaaoluClon of tb* Ptoblan 

To caiolva tha probliB, It la aaaanctal chat cotton ba prlcad at 
lavals ifhich vlll aasura It* aala and consuBpclon without sdvaraal; 
affactlng the Inconc level of U.S. coctoo producars, and at ninlDUB 
cDsta to the U.S. GovetinMite. 

Ha recoanaad that the follotrlng changaa be made In the current law 

yixst, tha alalmum loan concept qwjC be discarded. The concepc 
did not have Industry support when It uas hascll7 concsived by Housa 
confaraas In tha eoadudlng olnutcj of the House-Senate Conferenca on 
tha balganc7 Agricultural Act of 1978. In better tinea and In the 
spirit of coDpronlse, the Induatiy rcqusstad Its catentlon In tba 
current bill. The price support loan level should be established at 
a l«vel of 90t of Che world price. 

Second, the target price concepc must be reconsidered. By 
establishing the target price at levels unrelated to market price 
or production costs, efficient producers are penalized, unnecasnacy 
production of undesirable growths is encouraged, and the concept of 
paymanc llmltatiooa preclude* affective program compliance at times 
when carryover stocks reach axcass levels. 

Third, tba raicrictive resale pollctea of the CooModlty Credit 
corporation preclude the sale of CCC stocks. Current law require* 
Chat cotton not be sold at l**a than IISX of the loan rate for SLH 
1/16 inch adjuated for current market differentials reflecting grade, 
quality, location plus reasonable carrying charges. Here it not for 
this factor, the Departnent would have the flexibility to address the 
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curranc pcoblan at as ovacsuppl; of uodaalrabl* and ovarpricad qualt- 
Claa. Should tblA coCCim ba Ukan ovar by tha CCC, Cha prlca would 
ba raliad ij I5Z pracludlng an; paaalbUity of sale abaant « cbansa In 
raaala policy. Unabla to aall tha cotcoa, tha Departaent * a only al- 
Ceciucive li Co batter tha balas for additional program compliance. 
Ware tha Deparcmant to allow tha stocks to cemaln io CCC handa, approx- 
imately three yeara after caluovar the total coat of carrying the 
cotton could exceed Che actual market value of the stocks. Tha nsad 
to change the resale policy for cotton Is coopelllng end too obvious 

Realizing Chat the passage of farm leglalaelon la a delicate, In- 
craaalngly difficult and time-consuming proceaa, we fully underacand 
that our suggested changes In the current law, even if agreeable Co the 
Industry, Che Department and the Congress, cannot be Implemented on a 
clmely baals to deal ulth the problem at hand. 

ftdmlnlacratlve Resolution of the Problem 

The Depertmsnt has todlcaced It will act, poaalbly by January 1, 
to ImplaoMnt modification of the announced 19S3 cotton program through 
the use of Paymenta-In-Klnd to accomplish additional reductions In 
planted acreage. 

CoCCon'a problena. while significant, pale in comparison to those 
of grain, therefore, we seriously reccownd chat full compliance in 
the announced program, of 20 percent voluntary reduction plus 5 percent 
paid diversion, be Che primary objecclva. Additional reductions must 
be approached with great caution if ue are Co avoid Che following nega- 
tive effects of an excessive acreage cutback: 

1. Reduction of che desired qualities, depriving U.S. and 
foreign mills of coCCon which U.S. producers have reliably 
supplied in significant quantities over che last 10 years. 
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Z. Increase cbe prices of U.S. coCCon vlch th* poaaible rasult 
that cocCoQ in damaod and currantly sailing vlll cecatve an addi- 
tional prantuffl, whila cbe imdaalrabla qualltla* in azeea* supply 
will dcBand a hlghar pclcs avan though in tha current market they 
axe de^wd to ba ovstptlcad. 

3. U.S. export aackets bsing forfeited to foreign producing 
countries capabla of supplying competitive growths. 

A. Foreign production Increasing and U.S. stocks of undaslrable 
qualities continuing to build. 

5. Polyester which Is also la surplus, and priced st levels 
balow ccaparable cottons, replacing cotton In sone uses, and 
blend ratios becoaing more negative foe cotton; and 

6. Local comaunltles bstng advarsaly Impacted as suppllara. 
processors and service Industries experience reduced volume. In 
an envltonneDt of record hlgb unsoploynent ve must avoid further 
econoBlc Injury to related Industries such as ginning, warehoustagi 
seed crushing, and transportation. The severe reduction in this 
years Twus crops reduced cash receipts to farmers by $TS8 allllon 
and related Industrlss by $1.5 billion. 

Tha P.I.K. Pronran 

As collateral for the prograa of full cooqiliaace, tha 1980 and 
1981 loan stocks should b« utilized. 

lbs PIK program for cotton must strive to move Che cotton In sur- 
plus to aarkst at vorld prices. We reconmend chat the first purchaser 
of the cotton compensate the farmer the market price plus Che value of 
the PIK certificate. The buyer would then utilize the PIK certificate 
in exchange for loan slocks from produceia or atocka from tha CCC. In 
this manner the producer complying with the program would receive a 
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pclce Incentive and U.S. cotton can be sold at vocld market prices to 
U.S. and foreign nllls unencuabered bv the addltlonallty factor. Thla 
fflethod of operation moves our atocks to coosumlng markets thereby 
moving the burden of acraage reduction to our foceign conpatltors. 

This type at PIK progran ulll pull extaciog stocks through Che 
market syscaa without great dislocation Co related segments, reduce 
supplies, and strengthen prices in the longer teni. 

The administrative details of such a program Dusc aualc basic 
program decisions, but based on our prior experience utth such pro- 
grams Id the L9(0's, we are confident that a suitable ptograo can be 
developed and Implemented. 

In conclusion, ACSA would suggest Chat cotton should be sold at 
world prices uhich would increase the U.S. export position and deter 
uorld production through cha gtaaCest dsterrent of all — price. 

Finally, we wish to compliment this Conmitcee Cor acknowledging 
the problem and your willingness to face the hard realities, and. 
Senator Cochran, we especially conmend you for the preparatory work 
that you and your staff have engaged in over the last two months 
leading up to this haarliig. 

Thank you for pecmitti^ us to present our vieus. 
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STATEMENT OF J. STEPHEN OABBEHT, EXECUTIVE VICE PRESIDENT 
THE RICE KILLERS' ASSOCIATION 

Mr. ChtliMtn and Maaber* of the SubcoKKlttta: 

My name is J. Stephen Gabbert. I a* Executive Vice President 
or The Rice Miller*- Asaoclatlon (RHA). Established In 1699, 
the RMA lepresents Indepenilent rice aillllng fiiaia and 
faiBer-owned cooperative rice mills, with facilities In 
Arkansas, California, Florida, Louisiana, Mississippi, 
Tennessee and Texas. RMA Beobers process all of the rice 
produced in the United States and sell significant quantities 
of rice directly to the export earket. 

Ne appreciate this opportunity to coMBent on those parts of 
5. 3D74 that address the rice industry's current probleas. The 
Introduction of S. 3074 initiates badly-needed congressional 
consideration regardlriB the U.S- agricultural crisis, which, in 
our opinion, is about to assume monuBental proportions. 

The U.S. rice Industry, ahlch faces its worst Barketlng outlook 
since 195&, is now in a period of severe economic depression. 
Rough rice prices ere low. Rice fataers are in serious 
trouble. Both independent and farmer-owned cooperative rice 
mills are cutting-back milling schedules or siaply closing 
down. Currently, the rice tnllllng industry Is operating at 
only about 60X of capacity. 

Exports are the llfeblood of the U.S. rice industry. It Bust 
annually sell more than 65K of each year's rice crop to the 
export market. Today, U.S. rice is nan-comoetitlve In the 
NOrld aarket. For example, good quality Thai ilei has been 
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selling Tot S130-1S0 par Mtric ton Ifst than coapsiabla 
quality U.S. rice. Cuiicnt aotld price levels are belo* U.S. 
support prices and producers' costs of production. The 
conpetltive position of U.S. rice exports has been adversely 
affected and eroded by aorld recession, the Iraqi-Iranian war, 
high interest rates, and the escalating value of the U.S. 
dollar. Against this background of hostile econoalc 
conditions, U.S. rice is forced to coMpete not only with 
loa-prlced foreign governaent sellers, but also against heavily 
subsidized rice froa such sources as the EEC, Japan and 
Taiwan. In 1982, these three areas alone vlll dump with 
inpunity about 1.45 Million aetrlc tons of rice Into a thin 
international Market. This represents over lis of the quantity 
of rice traded annually in the international market place, in 
addition, the coapetltlve position of U.S. rice has been 
negstiyely Impacted on by the governaient export-sales policies 
of Pakistan, Burma and Thailand. These three countries account 
for over 4DX of ooild trade. Their governeents have the policy 
flexibility to directly sell their rice into the export aaiket 
at Hhatever price level Is necessary. It Is Impossible for 
U.S. lice to compete under these adverse circumstances. 

He eKpect that the future U.S. rice export outlook Bill 
continue to deteriorate. Our projections indicate that In the 
absence of any export stimulation program, U.S. rice exports 
for the 1982-83 marketing year will total only about Z.O 
million metric tons, and not the 2.7 million metric tons 
estimated by U.S.D.A. Such an export shortfall until force the 
Commodity Credit Corporation (CCC) to acquire under the price 
support program about S0-£0 million cat. of 1982-crop rough 
rice, et a cost of {400-490 million. Nhen added to the 17 
million cwt of rough rice already acquired from the 1981 crop. 
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CCC Tics Inventoiles Kould equal alnost half of the total lice 
crop pioduced in 19S2. Aslda fro* tha large. budget outlays for 
deficiency paynents and loan foifeltures, it will be extiemely 
difficult to fund adequate storage space for such 
eittaocdinarily large quantities of rice. If these financial 
and logistical dimenstons are overwhelming, tney singly become 
Inconceivable when viewed as only the beginning of a cycle that 
will continue to voisen unless exports are stimulated. 

Considering the piedlcament that the tice industry faces, the 
export stlaulation thrust of S. 3074 is what the Industry 
urgently needs to stabilize fam income, reduce free stocks and 
CCC Inventories, and minimize budgetary expenditures. Dur 
problems are In the export market, not In the domestic area. 
We need to nove rice out of the country, instead of adding to 
domestic stock levels. The Secretary of Agriculture currently 
has the necessary authority under the CCC Charter Act to 
Implement a payaent-in-klnd (PIK) export program sinilar to the 
export bonus provisions Of S. 3074. Such a PIK export program 
was implemented by Secretary of Agriculture Ezra Taft Sanson on 
December 15, 1956 during a similar period of commodity 
oversupply. The gap between U.S. and world prices was bridged 
by using CCC stocks. U.S.O.A., at that tine, successfully 
used the CCC surplus to move the free stock surplus. 

The PIK export program is simple in operation, having been 
tried, tested and found successful in accomplishing its 
objectives. It will cost nothing unless used, and will allow 
an orderly transition from non-competivenma j to a competitive 
position. 
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Ne recognize that a PIK export program Is essentially an export 
payaent' progra*. However, mb believe that this Is permissible 
under Article XVI of the CATT, If used to maintain an equitable 
share of the «orld Market. As far as the rice industry Is 
concernea, our prinary objective Is to maintain our ttsdltlonal 
share of the world market which has been eroded by subsldlred 
competition and predatory pricing policies of foreign 
governments. For example, the governments of Taiwan and Japan 
pay their rice farmers support prices that are three to five 
times world price levels. Consequent surpluses have been 
produced. Rather than face the internal political consequences 
of Implementing acreage reduction programs, their surpluses 
have been dumped on the world market, who bears the burden of 
dealing with the resultant oversupply7 It is U.S. rice 
farmers, millers, exporters and taxpayers. While Taiwan and 
Japan continue to produce surplus rice and dump it into the 
International market, the United States reduces production, 
builds stocks and loses export markets. Such a policy on the 
part of the united States Is short-sighted and regressive. 

Mr. Chairaan, we recognize that further adjustment is needed In 
the level of U.S. rice production. This will be done for the 
1SB3 crop. However, for this industry to cope with suOsldiied 
competition and predatory pricing tactics, we need an 
export-oriented program such as the PIK export concept to serve 
as an interim aieasure that will restore our competitive 
position In the International market place. Acreage reduction 
and land diversion measures, as well as adjustment of the 
current loan rate, without an export stlnulatlon program, will 
not resolve the rice Industry's current crisis. 
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F NiTA Gibson, President, Cotton Pool Inc., of Texas, Seminolk, 



Ab Thomas Jefferson said, "Laws and institutions must go hand in hand with the 
progress of the human mind; as that becomes more develt^ed, more enlightened, as 
new discoveries are made, new truths discovered and manners and opinions change, 
with the change of circumstances, institutions must advance to keep pace with ttie 
times." 

The challenge of Jefferson's words, as they relate to my chosen field of agricul- 
ture, weigh heavy on me peisonally and have for several years. The goals as stated 
by Jefferson are attainable and I feel I have a personal auty to agriculture and to 
the American community in general to be a resourceful and innovative thinker. 

It was in this spirit that I submitted a new innovation of recycling surplus com- 
modities as a payment-in-kind to producers for reducing their planted acres to Ever- 
ett Rank on October 28, 1982, to cotton producer groups meeting in Lubbock, Texas 
on November 10, 1982 and to the National Convention of WIFE at Denver, Colorado, 
November 11, 1982. 

This new concept (PIK) has brought about a national debate among commodi^ 
groups, departments of government and members of Congress. 

The delrate has aroused an attitude of hope among our farmers, replacing a sense 
of helplessness that had immobilized them. 

It is my personal hope that the various forces at work on the proposal will not 
overlook the dynamic nature and total ramifications of the concept that could serve 
agriculture in a positive way for years to come. 

tNTRODUcnoN 

American a^culture has the capacity to produce far more than the market will 
take at fair prices. Producer plans and government programs have failed to reeolve 
this age old problem. The exercise of trying to outguess everchanging weather and 
fickle demand has wrecked the dreams and ilnancial status of thousands of farmers 
while costing government billions of dollars. 

In order to adjust supply to demand without severe contraction, it seems logical to 
recycle surplus stocks of agriculture commodities back to the producers as a pay- 
roent-in-kind in exchange for their reducing production. This initiative provides the 
flexibility needed to properly address the problem of extreme year-to-year swings in 
production and demand. 



To i>rovide an incentive for the producer to reduce production; to provide a means 
by which government can reduce costs; and combining the two onto a package that 
is attractive to both. 

In this atmosphere success is possible and should bring into balance a variable 
supply/demand posture, fair prices to the producer with less liability to government. 

l^ere shall be no allowance of "windfall" to anv participant involved in carrying 
out of this proposal. The overriding intent must oe to bring relief to: (1) producer 
and (2) government; therefore restoring to a viable posture all segments of agricul- 

COMMUNmr IMPACT 

What to do with the surplus of agriculture commodities has become one of the 
biggest unsolved questions of national economic policy. The bottom line is it be- 
hooves every political subdivision to support efforts to resolve this problem. Preoccu- 
pied with their own private affairs, large numbers of Americans lack any sense of 
identification with the fact that agriculture is this nation's largest industry . . . larg- 
est employer. 

However, thev do identiiy with two things: (1) the fact that our fanners provide 
the most abundant food and fiber supply in the world and (2) with the costs in- 
curred by government on surplus agriculture commodities. It is reasonable to con- 
clude that the overriding mandate of the public in this matter is to preserve the 
food and fiber system and reduce costs to government. Therefore, a temporary eco- 
nomic slowdown as a result of farmers bringing supply into focus witn demand, 
would have little adverse impact to the community in view of the economic strength 
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gained in the long term with the restoration of the agriculture industry to a vig- 
orous, viable posture. In fact, the enhancement of the general economic base of most 
communities would be realized by the monies generated by the payment-in-kind. 
Various handlers would took to the long term advantages. 

POIXnCAL IMPACT 

The national Constitution, particularly in those sections which deal with the 
powers of Congress, shows the stamp of a strong will to create a nation economically 
powerful and united. There is every reason to suppose that this will was accompa- 
nied by a feeling that such economic union would be beneficial to the public gener- 
ally. 

in the broad public view, the role of government, is to act effectively in correcting 
situations that could adversely impact the economic and general well-being of 
American citizens. 

From this point of view, the public would welcome a new initiative that would 
reduce the monetary liability of government, restore the resiliency of the agricul- 
ture industry and do BO effectively. 

In summation, the political pluses far outweigh the opposition. 

IMPACT ON FINANCIAL INffTTTUTIONS 

The drastic drop in the value of farm machinery and land values has reduced col- 
lateral to the point that farm loans are hard to come by. Cutback, in some cases 
Suite severe, on operating loans seems to be the policy of most financial institutions 
)r 1983. This proposal would dovetail nicely into the present financial stress of both 
banker and farmer. Reduction in acres would reduce amount of dollars needed 
which would be music to the ears of most bankers. 



Our present dilemma of the highest costs to government and the lowest net 
income to farmers in fifty years should tell us that weak compliance in addition to 
setting-aside our least productive land is a disastrous policy. Correction is overdue. 
We must not repeat the senseless outlay of negative dollars. SutTicient reduction of 
production will come only by two ways: (1) mandatory set-aside (2) or an incentive 
attractive enough to the farmer that he will comply. 

If the basic provision of this proposal are kept intact success of the goals of gov- 
ernment and farmers is imminent. Acre reduction under this plan would have sup- 
pent of landlords thus enhancing more compliance. 

PRICE IMPACr ON 1982 CROP SALES 

This proposal calls for using the projected 2.9 million bale CCC surplus stocks as a 
payment-in-kind to the producer that agrees to set-aside, in addition to the an- 
nounced 20 percent set-aside, an additional 30 percent. These two actions in concert 
should have an immediate impact on the price of the 1982 crop. An affirmative deci- 
sion by government on this proposal should improve the price of cotton sufficiently 
to reduce the 21 cent deficiency payment ... if not remove it entirely. 

GENERAL PROVISIONS OF THE PROPOSAL 

The 55 cent loan level for SLM IVie should remain intact for 1983, The tai^et 
price of 76 cents should remain intact for 1983. Al! cotton producers with a cotton 
base would be eligible to participate. Each producer's actual yield or adjusted yield. 
whichever is higher, would be used to compute payment. The $50,000 payment limi- 
tation would not apply. 

The 1983 loan would be used as a base to establish the value of the surplus CCC 
cotton stocks conveved as a payment-in-kind to the eligible producers. AH producers 
that have a cotton case and agree to set^side, in addition to the announced 20 per- 
cent set-aside, and additional 30 percent set-aside, shall be paid 45 cents per pound 
times yield times the 30 percent additional acres. 

For example: using 1,000 cotton acre base (500 pound yield) 

.20 percent announced set-aBide = 200 acres— no pay 

.30 percent additional set-aside = 300 acres— paid as follows: 

.300 acres X 45 cents X 500# = $67,500 

Plant the remaining 500 acres to cotton. 

The established value payable to producers under this proposal shall be made in 
clear title cotton in an amount equal to the dollar computation. In the event that 
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the CCC surplus cotton stocks are insullicient to fulfill all paymentB-in-kind to the 
cotton producers, then Uiey shall be given clear title to any row crop commodity in 
surplus. (For example; wheat, corn or soybeans). Payments-in-kind would be paid to 

g reducers in December 1983. We recommend that Uie present cotton base acres be 
'Ozen. Producer would be eligible for the target price on all planted acres for har- 

We recommend that the payment-in-kind concept be used in those years when the 
carryover is in excess of 3.5 million bales. The percent of acre reduction should be 
set according to the amount of carryover in excess of 3.5 million bales. We recom- 
mend attention be given to the special import quota so that it would not trigger 
during the life of the peyment-in-kind prt^am. We encourage USDA. exporters and 
merchants to sell the payment-in-kind stocks to new customers ... if we fill our 
normal channels with surplus stocks at below market value, our primary goals 
could be deterred. 

In the provision that states, "in no event shall the national pn^ram acreage be 
less than ten million acres." we recommend that "wildcat" (planted acres with no 
base} be taken into consideration aa a part of the ten million acre floor. 

We take the position that the CCC sales price restrictions can be circumvented by 
recycling surplus stocks of agriculture commodities back to the producer as a pay- 
ment-in-kind in exchange for a service beyond normal circumstancea, namely reduc- 
ing additional acres. 

All provisions of the 1981 farm bill not otherwise addressed in this paper shall 
apply. 

We suggest the establishment of a commodity bank (in name designation more 
than establishing a new entity) for the purpose of expediting the PIK program. 

It could be a liaison between CCC and ASCS. Kansas Qty would be the logical 
"clearing house" or bank 

We suggest that all eligible surplus commodity stocks be indexed in a manner at- 
tractive as a sales tool. For example, in cotton it should be indexed to identify 
grade, staple, micronaire, weight, location and other value description. 

Indexing in this manner would permit merchants to assemble the cotton into 
even-running lots for concentration and delivery. (This process is very valuable to 
the sale of cotton and should enhance its value as it passes from the commodity 
bank to the merchant.) 

Upon the announcement b^ the Secretary that a PIK prt^am is available for 
whatever designated commodity, a sign up period will be designated for farmers to 
sign a contract agreement with government. 

Upon completion of the sign up period the secretary shall project the total 
amount of CCC surplus stocks requir«i of each commodity as payment-in-kind pay- 

Secretaiy shall channel required commodities to the commodity bank. These 
stocks shall remain in escrow until the proper release date. We suggest December 
1983 for cotton. 

When all set-aside and other compliance requirements are cleared by the local 
ASCS office, then all eligible producers will be advanced their payment-in-kind by 
the commodity bank. (See explanation #1) 

With the release of the commodity by the producer back to the commodity bank, 
bids shall be opened for purchase. We recommend and arms-length transaction be- 
tween each participant in this process. 

We insist that all bids shall not be less than the payment-in-kind advanced to the 
producer, plus proper user fees to pay cost incurred by government. (See explana- 
tion #2) 

There are two major compelling reasons for this requirement: (1) government 
must recover costs (2) a lower price would weaken the price structure of all other 
cotton on the cash market; depression of the cash market level would automatically 
enhance government's liability on target payments. 

All monies recovered by the selling of payment-in-kind stock shall go to govern- 
ment. In the event prices in the marketplace should accelerate, we stress the impoi^ 
tance of government raising the base of 45 cents to the appropriate level for reasons 
stated above. 

The only exception to the 45 cent base would be in the case of "out of condition" 
stocks. Salvage obli^tion would be incurred by government. 

All grades, qualities warehouse locations and other value factors would be reflect- 
ed by averaging the loan base. (See note No. 1) 
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o "Windfall" by any p 



If certificates are issued to producers it would completely destroy the purpose and 
intent of this proposal. The issuance of certificates would turn into "loose stocks" of 
cotton that would under cut the price structure of cotton, iill our normal pipelines 
and destroy our chances of recovery. Additionally, government cannot afford, ad- 
miniHtratively or fmancially, to permit this to happen. 

Therefore, we insist upon concept of the establishment of the commodity bank 
concept. The peculiar features of cotton put it into a category all of its own. Class 
and grade characteristics are multiple. Indexing the cotton into a weighted loan 
average in order to arrive at a price per pound would be necessary in order to pay 
the producer on a dollar for dollar basis.' 

Also, indexing into even-running lots would be necessary to enhance the attrac- 
tiveness for sales purposes. Therefore, we insist upon the concept of the establish- 
ment of the commodity bank concept. We suggest that only a certain percent of 
these surplus stocks be allowed to move into the market stream each month. This 
too, makes it imperative to establish a commodity bank. 

EXPLANATION NO. ! 

We have covered in other parts of the paper the importance of the 45 cent base as 
a payment-in-kind. Please note examples attoched showing various yield levels. 
Keep in mind the coeta to government, using surplus stocks, could be calculated for 
quick evaluation, by using the national average weight of cotton; namely, 503 
pounds. Also, keep in mind, under this proposal the target liability would be re- 
duced from the high of 80 percent of planted acres to a low of 50 percent of planted 

Now, to the reference of proper user fees. 

All check-off obligations were met on these surplus stocks of (»tton with the ex- 
ception of marketing fees payable to marketing co-ops and marketing aseociations. 
These groups have invested thousands of dollars in office expense in preparation to 
market the cotton — and the sale never came . . . therefore we purpose a recovery 
amount be allowed. Estimate from $1.50 to $2.50 per bale. 

Additionally, a user fee should be allowed for government to recover costs in- 
curred to expedite the entire process of moving this cotton. Estimate 2 or 3 cents a 

These encumbrances could total to 5 cents a pound, mahing the sales price out of 
the commodity bank at 50 cents per pound. The 50 cent level comperes to approxi- 
mately 65 cents under the 1981 CCC sales price restrictions. 

This price level should move the old stocks into the marketplace without adverse 
impact on the new crop particularly if only a certain percent is allowed into the 
market each month. 
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F Farmbb-Elkctkd 

Mr. Chainnan: Thank you for this opportunity to testify before this committee. 
Thank you also for convening a hearing to address the serious situation now facing 
the American Farmer. 

Mr. Chairman, the memben of the National Association of Farmer Elected Com- 
mitteemen are locally elected men and women that are elected by their peers and 
neighbors, to administer federal farm prc^rams at the local level in all 50 states. 
We are elected irregardless of race, creed, religion, sex, political affliation or ethnic 
background. We serve the American Farmer and Rancher on the same indiscrimi- 
nate basis. The purpose of our organization is to strengthen and preserve the 
farmer^elected committeemen system and to support programs that will: 

1. Increase and improve farm income until it reaches parity with non-farm 
income. 

2. Promote and preserve the family type farm. 

3. Elradicate rural poverty. 

4. Build and conserve the soil, water and forestry resources of the Nation. 

5. Promote new uses of agricultural products. 

6. Expand foreign markets of agricultural products. 

Mr. Chairman, we wish to espress our support for your bill, S. 30T4, and voice our 
appreciation to you and Senator Huddleston for introducing it. Farmers badly need 
this type of leadership. 

We also want to express our support for the concept of Secretary Block's payment- 
in-kind proposal. We appreciate the Secretary's willingness to look for innovative 
ways to solve today's farm problems. However, some have mentioned that the pay- 
ment-in-kind pn^am may have to be linked to a lowering of loan rates and a ireeze 
on target prices. I cannot express too firmly our organization's opposition to the low- 
ering of farm supports. 

Mr. Chairman, to lower farm supports now would be a tragic mistake. Such an 
action would directly and adverse^ affect farm income and indirectly affect the 
ability of our farmers to borrow for next year's production. It would be a signal that 
our government seeks to punish farmers for their efficiency. It would be the wrong 
signal at a time when farmers badly need encouragement to simply stay in business. 

When considering acreage reduction, set-asides, or crop diversions, we must re- 
member that the land taken out of production will continue to require management, 
and that management costs the farmer time and money. Weed control, conserva- 
tion, and cover-crops, all cost money and that cost must be a part of today's consid- 
eration. That cost argues for continuation of farm support prices. Farmers believe 
strongly in conservation of their land, but that conservation costs and a profit is 
necessary before that conservation is possible. 

Mr. Chairman, the lesson of today's farm situation is that we cannot rely solely 
on the export market to manage our surpluses. We need to realize that exporte 
cannot be the basis of our programs, but rather the "bonus" or "cream" of the 
effort. We strongly support S. 3074 because it appears to attempt to result in a real 
reduction in production, rather than a simple "reduction target" that we have seen 
in the past. We genuinely need a real limitation in production until our surpluses 
are again manageable. However, such a limitation should be controlled so as to rec- 
ognize the economic base of local farm communities. S. 3074 recognizes this fact, 
and those provisions must be protected. 

In summary, Mr. Chairman, NAFEC is in support of the work be^n here today. 
But vre ask that this committee continue its efforts to help perserve the family farm 
in America. 

We hear every day about the difficulties that our government is having with the 
European Common Market and Japan concerning agricultural trade issues. The 
Japanese and European response is that they must protect their farmers; they must 
protect their ability to produce. Those countries remember well the difficulties that 
arise when farm production is lost because of war or neglect. 

The resolve of those countries is a good lesson for us to learn without experienc- 
ing it first hand. Let us hope our resolve to help the American Farmer is equal to 
these countries' efforts. 
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Statbhbnt of Jack Stone, Prbsidbnt. the Wbotern Cotton Growkrs AssociAnoN 

The Western Cotton Growers Association is pleased to have this opportunity to 
present its views on the important subject of the government farm program as it 
affects California cotton producers. Western Cotton Growers ABsociation is an orga- 
nization of California producers which was established in 1960. Our primary objec- 
tive is to assure that federal farm t^islation affecting cotton serves our interest. To 
the California producer that means allowing free competition in the marketplace 
with minimal involvement from the federal government. 

We have been involved in le^lative efforts on numerous farms bills over the past 
20 yeara. We actively participated in the development of the 1977 and 1981 Acts 
which have generally had a positive effect on the United States cotton producers. 

In the last year, U.S. cotton producers have been confronted with disastrously low 
prices, increasing surplus stocks and declining exports which threaten the very core 
of the industry. Given the serious state of our industry, we commend your early at- 
tention to these problems by addressing the issues during this laraeduck Congress. 

At our most recent board meeting in October of this year, the Western Cotton 
Growers Association reaffirmed its support for market oriented federal legislation 
which will allow producers to compete freely in the marketplace. Specifically, West- 
em Cotton Growers Association voiced its support for the continuation of loan levels 
and target prices based on marlcet prices; the creation of a self-financing export' 
credit revolving fund to help maintain a high level of cotton exports; and its contin- 
ued strong opposition to mandatory set asides and program limitations. 

For the first time in over a decade, cotton producers are faced with seriously de- 

E 'eased prices, a downturn in ei^rts and rapidly escalating surplus stocks, llie 
test official USDA crop report (November, 1982) shows a spot market price of 57- 
5St per pound which is equ^ to the loan rate and the August 1983 carry out is now 
anticipated to be over 7.4 million bales — up from the 5.5 million estimate of two 
months ago. 

In the 19603, the cotton industry was dependent upon government assistance to 
help solve problems caused in part by the government itself The old government 
farm prc^rams which had set price support loans at artifically high levels had 
caused cotton to become non-competitive with foreign production and synthetic 
fibers. As a result, by the mid-1960s, the industry was faced with a surplus of nearly 
17 million bales of cotton. Producers were producing for the government rather 
than the marketplace. Ultimately, cotton producers were forced to depend upon gov- 
ernment to reduce production through acreage controls and to supplement income 
through direct payments. It took nearly ten years for that surplus to be worked off 
We're glad those days are over and hope that they never return. 

In March, 1981, Western Cotton Growers Association testified before Congress in 
support of the basic tenets of the 1981 farm bill. At that time we cautioned against 
establising loan and target prices that were too high. We reminded the Congress 



that when such prices are out of line with the market they interfere with foreign 
ie and cause huge build ups of government owned stocks. U.S. cotton producers 
1 whole export approximately one half of their crop into foreign markets. For 



California cotton procfucers this figure is nearly 75%. Thus it can oe seen that v 
must favor those provisions which do not cause our product to be noncompetitive in 
foreign markets. High loan rates effectively set an artificial floor under our selling 
price which gives a price advantage to man-made fibers and to other cotton produc- 
ing nations. 

Toda;^! we fmd ourselves facing a serious over-supply situation which forces us to 
i>eexamine some of the specific provisions containea in tlie 1981 Act. The current 
farm bill cannot efiectively resolve the problems facing our industry. These prob- 
lems demand an effective short term remedy to reduce existing cotton stocks to a 
more manageable level. Once the reduction in stocks is accomplished, the loan and 
target prices must be adjusted in order for cotton producers to once again retuni to 
a marketed oriented program. 

Turning now to S. 3074, the Agricultural Act of 1982, we would like to 
upon certain provisions which af%ct California cotton producers. 



The commodity loan has worked well as a device to help in the efficient market- 
ing of the cotton crop. Without question, it should be retained as a marketing tool. 
However, we strongly oppose any increase in the loan rate beyond current le^la as 
this would have an adverse effect on the marketplace and would particularly hurt 
our industry's ability to compete for foreign sales. We would prefer to see loan level 
and target prices reduced; at a minimum they should be ^ozen at current levels. 



D,oilizB<:byGOO<^le 



Western Cotton Groweie Association believes that the voluntary acreage reduc- 
tion proeram in its current form is not an effective means for reducing cotton pro- 
duction. The voluntary set aside program can not significantly reduce cotton stocks 
because tlie $50,000 payment limitation serves to keep many preducers from partici- 
pating in the program. We feet the only way to attract CaJilomia producers into a 
voluntas set aside program is to remove this limitation from the program. 

The Western Cotton Growers Association is strongly opposed to mandatory acre- 
age reduction programs. Individual producers must have me ability to determine for 
themselves whether participation in the set aside program would be advantageous. 
Ilwy must be allowed the right to exercise this option. A mandatory acreage reduc- 
tion program involves too much federal government control and moves the industry 
away fmn a market oriented position. 



The payment-in-kind (PIK) concept would allow the Secretary to use stocks owned 
by the Commodity Credit Corporation to encourage farmers to reduce production ap- 
pears to have merit. The fundamental problem confronting the cotton industry 
' today is the enormous buildup of stocks. The situation dictates that in order to 
bring the level of surplus stocks in line with current sales, a temporary reduction of 
land planted to cotton must occur. 

The payment-in-kind program represents a positive method for accomplishing this 
goal on a one-time basis. The PIK concept is far preferable to a return to the days of 
government mandated set asides, allotment and diversion programs which would 
prove disastrous to California cotton producers. 

In order to be of value to California producers there are certain questions that 
must be addressed. First of all, we make the assumption that the $50,000 payment 
limitation does not apply to the PIK program. However, if a preducer must first 
comply with the entire voluntary reduction program in order to be eligible for par- 
ticipation in the PIK program, manv California cotton producers will oe unable to 
make use of this program oecause of the current payment limitation. Therefore, the 
payment limitation restrictions must be removed. 

There appears to be no way tliat a true pavment-in-iiind program can ojierate for 
cotton. There are a number of reasons for this including the differences in grades 
and the location of existing stocks. In order to be effective a certificate ^stem may 
have to be established. Sucn a certificato could be valued in pounds or b^es and tlie 
value of the certificate should reflect normal farm yields as well as the spot prices 
for average quality cotton for farms located in a specific area. It is envisioned that 
such a certificate could be presented to the Commodity Credit Corporation or to 
ASCS offices for cash payment In order to operate such a program, the Secretary of 
Agriculture may wish to provide an incentive or forgiveness program to encourage 
farmers to redeem their existing loans from the Commodity Credit Corporatitm. In 
this fashion, the Secretary coula olitain the necessary Funds to cover the payment of 
PIK certificates. 

There are many questions that must be answered r^arding the question of the 
operation of the payment-in-kind program. We encouraged this committee to work 
closely with the Secretary of Agriculture to develop a workable program. In order 
for the program to have maximum benefit the provisions of such a program should 
be announced as soon as possible. The Western Cotton Growers Association stands 



BOMtra PROGRAM 

As a means for reducing surplus stocks of cotton we believe the payment-in-kind 
concept is preferable to the bonus program. If however, we find we are unable to 
make export sales as a result of umair competition b^ our foreign competitors, the 
bonus program could prove to be a useful tool in regaming these lost markets. How- 
ever, under no circumstances should tlie government enter the marketing business 
with CCC owned stocks which could displace existing U.S. commercial exports in the 
world market, 

EXPORT EXPANSION 

The Western Cotton Growers Association Bupi»orts the expanded use of F.L. 480 
and CCC credit programs as a method for removing the current cotton surplus. We 
would like to reiterate our support for the eetablishmeDt and appropriation fw an 
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export credit revolving fund. We believe that close scrutiny of the benefits of ex- 
panded agricultural exports clearly demonstratee the significance that such exports 
make to our balance <»' payments, to a healthy economy and to jobs in the United 
States. Such an examination can lead only to tiie conclnedon that the availability erf 
government credit remains critical to those exports. In the international market- 

Slace, the availability of credit often makee a difference between sale or no sale, 
lany countries need our cotton, but they also need the opportunity to finance that 
cott(m through the availability of the government credit programs which we have 
used BO efficiently in the past. Such programs should be expanded and not eliminat- 
ed. We vigorously support the expansion of these programs. 

CONCLUBION 

In conclusion the Western Cotton Growers Association cannot emphasize enough 
our commitment to the continuation of a market-oriented cotton program with 
minimal government interference. The current situation may require unmediate 
action, but the loi^-term health and prosperity of the California cotton iodustiy de- 
pends upon a program that permits our product to move freely into the marketplace 
at competitive price levels and without the existence of large government-owned 
stocks overhanging the market. 

To this end. Western Cotton Growers Association believes that loan rates and 
target price levels must reflect market prices if our product is to move into the 
market place rather than into the government's hands. Accordingly, we oppose any 
increase in the current loan rate. We believe that the loan and target prices set in 
the 1981 Act are too high given the current world situation. Lf it is not politically 
practical to reduce these levels, we would support a freeze in the current loan and 
target price. 

In addition, the current voluntary acreage reduction program is not workable for 
California cotton erowers because of the existing payment limitation. For the pro- 
gram to be feasible, the payment limitation requirement must be removed. At the 
same time, the current program must not be replaced by mandatory set asides, paid 
diversions or allotments. 

Since exports account for the m^ority of our cotton sales, we support additional 



— suOTwrt the creaUon of a CCC n. , „.^ ^-b 

Although we ultimately support a free market philosophy with minimal govern- 
ment involvement, we believe the payment-in-kind program could be a useful tool in 
eliminating the burdensome cotton stocks that uttmiately must be removed before 
the industry can again prosper. These programs must be carefully developed howev- 
er, to assure that tney would benefit afl cotton producers, including those in Califor- 
nia. We must also ensure a minimal level of government interference; once the ex- 
isting stocks are reduced, these progrsms must be terminated. 

Western Cotton Growers Association thanks you for your attention to this uraent 
matter. It is critical that we address these problems to avoid returning to the d^ 
of the ISGOs. When little if any cotton was sold overseas and the government was 
the major buyer of our commo^ty. Thank you. 

Statxuent op thi National Cotton Council of Amebica 

The National Cotton Council of America is the central organization of the raw 
cotton industry. It represents producers, ginners, merchants, wsrehousemen, cotton- 
seed crushers, cooperatives, and textile manufacturers. Our 290 delegates are choeen 
by 90 certified cotton organizations in the 14 State units and five cotton manufac- 
turer districts, and represent interests in all growing states. Any position adopted 
by the Council must be approved by a majority vote of each of the industry's seven 
branches, votine separately. 

While our pcuicy-makers have not yet finalized an industry position, we have had 
an informal task force studying the various proposals that are before the Commit- 
tee. There are several broad areas in which we have concern. 

Certainly we are agreed that the current state of the farm economy is critical. 
The large carry-over of cotton stocks, now estimated to reach 7,6 million bales or 
more by the beginning of the 1983-84 marketing year, have depressed prices well 
below the cost of production, and government farm program costs have skyrocketed. 

Therefore, the Council's Board of Directors on September 10 unanimous^ adopted 
the Producer Steering Committee cotton program resolution, as follows: 

"Whereas, ^e current burdensome carry-over of upland cotton is a major factor 
that is contributing to tow market prices, and whereas, it is imperative that this 
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carry-over be reduced to a manageable level as soon as possible, be it therefore re- 
solved that we urge the continuation of an acreage reduction pn^ram for the 1S83 
crop with the objective of achieving a carry-over of not more than 3V4 to 4 million 
bales as rapidly as practicable. 

"We further recommend that the Secretary of Agriculture utilize all tools at his 
disposal to achieve this objective. 

Additionally, we uree that the USDA intensify efforts to expand markets by 
greater use of PL 480, (XXD credits and EKport-lmport Bank loans. 

"We also request that the already authorized agricultural export credit revolving 
fund be adequately funded." 

We believe that cotton supplies must be brought more in line with demand if the 
price for our product is to improve appreciably. In today's world economy, however, 
it does not seem likely that we can export our way out of trouble, so acreage reduc- 
tion programs are a necessity. The payment-in-kind program proposed by t£e Secre- 
tary could be the answer. 

There are, however, major differences between cotton and the grains which may 
make it more diflicult to implement a cotton pr(»ram. For example: 

1. Cotton is not a fungible commodity. Each bale carries its own separate ware- 
house receipt, quality and weight. Quality differences alone may make individual 
bales differ in value by as much as $150 or more. Location also ^ects value. Qual- 
ity may limit the use (rf individual bales to certain types of yam or cloth. (For exam- 
ple, short fiber, low strength cottons can be used only in coarse yam and fabrira.) 
Therefore, certificates redeemable in CCC stocks must be in terms of (1) dollars, or 
(2) a specific quality and weight of cotton at a specific location, or equivalent value. 
Seclawification should be available to redeemers of CCC stocks to preserve the 
value of certificates. 

2. Payment limits are a serious deterrent to participation in the acreage reduction 
prt^ram for cotton. For example, well over a third of the cotton acreage in Arizona 
and California is excluded from payment at a rate of only 6 cents, and over 40 per- 
cent when the rate rises to 20 cents. There two states account for 35 percent of U.S. 
production. Therefore, a successful diversion program for cotton must include pay- 
ment-in-kind that is not subject to payment limits. 

3. Cotton prices, while abysm^y low, are more favorable than soybeans or 
grains — the principal alternatives. This is just the opposite of the situation at plant- 
ing time in 1982, when cotton growers cut acreage 25 percent from the 1982 base in 
spite of a proeram that called for only a 15 percent cut. If current prices prevail 
until spring 1983 and the participation rate increases somewhat due to increased 
program incentives, it still appears that planted acreage could rise W at least a mil- 
lion from 1982 in spite of larger acreage reduction requirements. Therefore, strong 
incentives— perhaps stronger than those for grain — will be needed to attract addi- 
tional cotton acreage into a diversion program in 1983. 

4. Except for farms that intend to go out of business, it is impractical to expect 
many farmers to divert their entire cotton bases. The labor force cannot be dis- 
missed for a year and then re-hired. An adequate diversion program should allow 
both whole and pari;ial crop base participation. 

5. Any PIK market incentive program for cotton must offer equal opportunity to 
both domestic and expori; markets so that foreign textile mills are not given an 
unfair advantage over domestic mills in supplying U.S. and foreign textile markets. 

6. Any use of PIK programs or commodities to enhance Public Law 480 activities 
should provide for export of value added cotton yams and textiles as well as raw 
cotton in order to open up markets that have tittle or no textile manufacturing ca- 
pacity. 

7. And finally, such a pr^ram must have strict limits on the acreage that can be 
enrolled within a county. We recognize the need to reduce carry-over to 3^ to 4 
million bales, but the reduction must be graduated over at least a 2-year period. In 
order to maintain vital markets we must continue competitive in availability and 
price. Therefore, we must continue to produce the qualities and quantities needed 
for our domestic mills and for export markets. But the attractiveness of a diversion 

firogram varies from r^ion to r^on because of differing production costs. Too 
arge a reduction in any one community could seriously d£rupt that community's 
economy. We believe gins, warehouses, merchants, cottonseed oil mills, and agri- 
business suppliers would be seriously impacted if plantings are reduced beyond a 
reasonable percentage. If excessively large reductions are permitted on individual 
farms, this could cause landlord-tenant problems such as tnoee experienced under 
previous farm programs. We would not like to see wholesale changes in rental 
agreements, or tenant farmers who have expensive farm equipment but no land to 
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We feel that if payment-in-kind is U) be used for acreage diversion, it should also 
be used to enhance domestic and export use of commodities, being certain to treat 
domestic and foreign customers equally. 

We appreciate the opportunity to present our views. 



PRODUCERS 



The National Board of Directors of Grain Sorghum Producers Association (GSPA) 
' n December 1 to discuss USDA's proposed program which would allow growers 



to idle part of their base acreage and receive payment with certificates of ownership 
of government grain stock. The plan, now being called "Payment In Kind" or 
"PIK", proposes to further reduce 1983 planting and, at the same time, reduce 
USDA's holding of surplus commodities. 

GSPA President Mabry Foreman, of Felt, Oklahoma, said of the program. "Secre- 
tary of Agriculture John Block and the U.S. Department of Agriculture are to be 
commended for their efforts to improve the American farm economy by reducing 
production and surplus stocks. The Payment In Kind proposal is an innovative ap- 
proach to solving our problem. We believe it deserves serious consideration," 

Grain Sorshum Producers Association will support USDA's Payment In Kind pro- 
gram, provided it includes the following points. 

1. The PIK program would be olTered in addition to the 1983 Feed Grain Reduced 
Acreage Program previously announced, not as a replacement or alternative to it. 

2. The PiK program shall in no way be used to lower loan rates and target prices 
of present or future programs. 

The PIK payments would be set at 50 percent of the farm yield. If this does not 
adequately reduce production. USDA would have the option of raising the percent- 
age to obtain the desired diversion, 

4. In order to protect agribusiness within each community, total diversion (RAP 
and PIKl would not exceed 60 percent on any farm, 

5. PIK stocks would not be released to farmers before 1 
commodity, PIK stocks would then be released at the rate 
for a period of 5 months, to avoid disruption in market prices, 

6. Farmers would be able to replace the PIK commodity in the Reserve or Govern- 
ment Loan program to facilitate an orderly marketing plan. 

7. The Government would pay storage and interest on PIK commodities until 
their release to farmers, 

8. To secure ownership of sufficient grain to conduct this program, CCC may offer 
to buy farmers' equity of grain in current reserve programs. CCC may make the 
ofTer in increments, increasing the price until the desired amount of grain has been 
obtained, 

9. Farmers' PIK payments will be made from the closest available CCC grain. 

GSPA maintains that, since PIK commodity stocks are in litu of a farmer's eligi- 
ble production allowed under the 1983 Reduced Acreage Program, they are not sub- 
ject to the 550,000 limitation of payments. 

Foreman pointed out that GSPA reserves the right to oppose the PIK plan if it 
does not include the points listed above. Elbert Harp. Executive Director of GSPA, 
will meet with Secretary Block and other USDA otTicials on December 8 to discuss 
details of the PIK plan. 

Statement of Wallace J, Campbell, President. CARE 

I would like to thank you for this opportunity to present written testimony before 
your Subcommittee. CARE provides nearly 500.000 metric tons of food annually to 
needy people overseas to combat hunger and malnutrition and promote self-help de- 
velopment. We are therefore greatly concerned with the issues being addressed in 
these hearings and in S. 3074. the Agricultural Act of 1982. I believe our foreign 
agricultural policy must look beyond our present difficulties to long term market 
development that will benefit our farmers in years to come and help preserve 
America's leadership while providing a much needed measure of global food secu- 
rity, USDA data shows that total world imports of wheat and coarse grains nearly 
doubled between 1970 and 1980, This increase was 146 percent in less developed 
countries and 68 percent in developed countries. Yet, in less develmied countries, 
representing 1,3 billion people, with per capita incomes less than $360 per year, 
grain imports increased only 9 percent. In other words, the hungriest nations with 
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t potential demand for U.S. agricultura! products, benefitted least from 
our food marketing syBtem, I believe an effective foreigQ agricultural policy is one 
which marries the interests of farmera with our equalljr great commitment to allevi- 
ate world hunger. Yet, such a policy is not effective overnight It took decades for 
Korea and Taiwan to graduate from our PX 480 program to become two of our larg- 
eet agricultural cuBtomers, 

It is my opinion that a "payment-iii-kind" program as that presented in S. 3074 
offers an opportunity for this marrying of istoreats. I recommend I^islation that 
would enable farmers who choose to participate in acnago reduction and land diver- 
sion under PIK to be allowed to donate the agricultural commoditiee to which they 
are entitled through private voluntary oisanizatioBB for distribution to needy 
American households and for combatting hunger and malnutrition overaeas. The 
farmers in turn should receive tax concessions in accordance with legislation gov- 
erning charitable contributions. Overseas programs of private voluntary organisa- 
tions would need flexibility to barter and sell these donmona fi» local curren<7 in 
order to finance humanitarian and infrastructural development prefects and help 
defray administrative and shipping costs. Again let me state that a market exiita 
for our agricultural (urpluses in poor countriee although it is not a U.S. dolkr 
market, and a great need exists for our taking the distant view of where our mar- 
kets will be in Uie future. 

Mr. Chairman, it is also our recoromendatira that corndderotioD be given to 
amending Sections 302 and 303 of S. 3074 to facilitate the ability of voluntary orga- 
nizations to uae (Hir agricultural surplus to greater advantage in reaching ttie hu- 
manitarian and export market development otijectivee of our programs. Let me be 
specific. 

We recommend that Section 302 of S. 3074 be expanded to include Title II and 
allow CCC donations to increase the level of exports under Title n of P.L. 480 as 
well as under Titles I and m. This additional Title 11 authority would be helpful to 
CARE, CBS, the World Food Program and other organizations in our efforts to 
reach more needy people. The State of Tamil Nadu in India, for example, has re- 
quested CARE provide 11,000 metric tons of rice during India's fiscal year 1983 
(with declining commitments for 1984 and 1986) in order to expand the State's 
school feeding program to reach 1V4 million school children. Responding to humani- 
tarian needs of this magnitude are double-edged in that they bring about improved 
literacy through higher school attendance as well as improve the nutritional stand- 
ards of a high risk group. Projects as this which now exceed the scope of budgeted 
Title II authority would be possible under the new authority. 

With respect to Section 303 of S. 30T4 we would recommend the Subcommittee 
consider giving greater flexibility to private voluntary agencies operating in the 
field with regard to the disposition of donated agricultural commodities while at the 
same time maintaining safeguards against market displacement. CARE supported 
the Administration's e^orts earlier tlus year to re-enact Section 416 of the Emergen- 
cy Agricultural Act of 1946, and we would support the expansion of this authority to 
include the overseas distribution of non-dairy surpluses. However, I feel it impor- 
tant to point out that the Administration's r^pilationa governing 416 have been 
highly restrictive. In particular, the program eligibility requirement prohibiting 
barter and the monetization of donated commodities along with USDA's assurances 
of commodity delivery only to U.S. ports are particularly onerous to private volun- 
tary organizations involved in international feeding programs. We recommend that 
Section 303 of S. 3074 be amended to allow private voluntary organizations receiving 
416 donations to sell such commodities to help defray administrative costs of feeding 
programs and to finance development projects. 

In reporting the Omnibus Reconciliation Act of 1982 Senators Andrews and 
Boschwitz recommended that a "Food and Nutrition Advisory Committee" be estab- 
lished to advise the USDA in carrying out Section 416 authority. We believe that an 
advisery committee as this, which should include representatives from private vid- 
untary organizations, cooperatives and industry, would greatly enhance the effec- 
tiveness and accountability of our food assistance efforts. 

On behalf of CARE I appreciate this opportunity to present (Hir views. 

[The following charts were supplied by Secretary Block, see p. 62 
for oral reference.] 
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WHY ARE 

CROP SUPPLIES 

SO LARGE 



MANY FACTORS PROPELLED 
PRODUCTION UPWARD 
OVER THE PAST DECADE: 

• Easy Credit 

• Heavy Capital Investment 

• Rising Prices and Price Supports 

• Booming Farm Exports 

• Acreage Expansion 

• Yield-Boosting Technology 

• Excellent Weather in 1981 and 1982 
—in U.S. and Other Key Areas 
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Easy Credit Has Boosted Farm Debt 
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Prices and Loan Rates Trended Upward 
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U.S. Crop Acreage Expanded 
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Technology Boosted Yield Per Acre 
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Weathw Pushed Crop Output to New Peaks 
in 1981 and 1982 
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WEAK DEMAND 

IS A GLOBAL PROBLEM 

• Widespread Recessions 

• Rising Value of Dollar 

• Instability in Eastern Europe, Mexico, 
elsewhere 

• Embargo-Related Losses 

• East-West Political Tensions 

• Unfair Trade Practices 

Widespread Recessions 
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Rising Dollar Makes U.S. Cihti Exports Less Attractive 

MDEXDEC BBI-IOO 




I ■ I . I . I 



I . I . I . I 



JAN MAR HAY JUL SEP NOV JAN MAR 



Instability Reduces Farm Exports 



■mpons of U.S. Giain 




D,oilizB<:byGOO<^le 



Embargo Cut U.S. Share of Soviet Grain Imports 



Million Uetrtc Tons 

50 



Total Soviet 
Grain Imports 




D,oilizB<:byGOO<^le 



THE FARMER IS UNDER STRESS FROM: 

• Weak World Demand 

• Reduced Exports 

• Soaring Stocks 

• Depressed Farm Prices 

• 3 Years of Poor Farm Income 

• Drop in Farmland Prices 

• Costly Credit 

• Solvency ProWems 

GOVERNMENT OUTLAYS SKYROCKETING 
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Farm Exports Have Dropped 
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Large Cotton Supplies, Depressed Prices 
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( Production, Use and Price 
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Farmland Values Have Dropped 




Interest Rates Have Risen 



Farm Nonraal Estate Loans 
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Rising Farm Debt Creates Solvency Problems 




Skyrof^keting Outlays lor Price Support Activities 



l-l 


, , .nnnn 



79 71 72 73 74 7S 7« T0> 77 7« 7S «> «l I 

I* TriMrllsnal Ikiorlar 



D,oilizB<:byGOO<^le 



S.3074 



Kntiiled ihe "Agriculiural Aci of 1982" 



IN THE SENATE OF THE UNITED STATES 

DhXKMHKK :i (li'gislalivc day, Novkwbeh 30), lilHi' 
Hr. COCHIIAN (for hiinscll aiiil Mr. IIiddlkston) iiuraduccd [he following bill; 
which was read iwii-c and referred lo ihe Commiliw on Agricullure, Nulri- 



A BILL 

Entitled the "Agricultural Act of 1982". 

1 Be it enacted by the Seiiale and House of Represenla- 

2 ticea of the United Stales of America in Congress assembled, 

3 That this Act may be cited as the "AgricuUural Act of 

4 1982". 

5 TITLE I— WHEAT, FEED GRAIN. UPLAND 

6 COTTON, AND RICE PROGRAMS UNDER THE 

7 AGRICULTURAL ACT OF 1949 

8 ACREAGE REDUCTION PKOGRAMS FOR THE 1984 CROP OF 

9 WHEAT 

10 Sec. 101. Section 107B(e) of the Agricultural Act of 

1 1 1949 (7 U.S.C. 1445b-l(e)) is amended by— 
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2 

1 (1) in paragraph (1) — 

2 (A) in the first sentence of subparagraph (A), 

3 striking out "subparagraph (B)" and inserting in 

4 lieu thereof "subparagraphs (B) and (C)"; and 

5 (B) adding at the end thereof a new subpara- 

6 graph (C) as follows: 

7 "(C) For the 1984 crop of wheat, the Secre- 

8 tary shall provide for a combination of an acreage 

9 limitation program mider paragraph (2) of this 

10 subsection and a diversion program under para- 

1 1 graph (5) of this subsection under which, for par- 

12 ticipating producers, the acreage on the farm 

13 planted to wheat for harvest shall be limited to 

14 the wheat acreage base for the farm, as deter- 

15 mined under paragraph (2) of Ihis subsection, re- 

16 duced bv a total of not less than !;■» per centum. 

17 consisting of a reduction of 50 per centum of such 

18 amount under ihe acreage limitation program and 

19 a reduction of 50 per centum of such amount 

20 under the diversion program. As a condition of 

21 eligibility for loans, purchases, and payments on 

22 the 1984 crop of wheat, the producers on a farm 

23 must comply wilh the terms and conditions of the 

24 combined acreage limitation program and divcr- 

25 sion program"; 
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1 (2) in paragraph (2), inserting immediatel}' after 

2 the sixth sentence the follow-ing: "Notwithstanding any 

3 other pro\'ision of this paragraph, the acreage base to 

4 be used for the farm under the program for the 1984 

5 crop of wheat shall be estabhshed by the Secretary, 

6 taking into consideration the acreage base estabhshed 

7 for the farm for the 1983 crop, historical production 

8 data, crop rotation practices, summer fallowing, and 

9 such other factors as the Secretary determines should 

10 be considered in establishing a fair and equitable 

11 base."; 

12 (3) in paragraph (5) — 

13 (A) in the first sentence, striking out "The 

14 Secretary may" and inserting in lieu thereof 

15 "Except as otherwise provided in this paragraph 

16 for the 1983 and 1984 crops of wheat, the Secre- 

17 tary may"; and 

18 (B) adding at the end thereof the following: 

19 "Notwithstanding the foregoing provisions of this 

20 paragraph, the Secretary shall implement a land 

21 diversion pa}-ment program for the 1984 crop of 

22 wheat under which the Secretary shall make crop 

23 retirement and conservation payments to any pro- 

24 ducer of the 1984 crop of wheat whose farm acre- 

25 age planted to wheal for harvest is reduced so 
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1 that it does not exceed the wheat acreage base for 

2 the farm less an amount equivalent to 7.5 per 

3 centum of the wheat acreage base (or such great- 

4 er percentage as may he prescribed by the Secre- 

5 tary) in addition to the reduction made under the 

6 acreage Umitation program for the crop under 

7 paragraphs (1)|C) and (2) of this subsection, and 

8 the producer devotes to approved conservation 

9 uses an acreage of cropland equivalent to the re- 

10 duction from the wheat acreage base required 

11 under this paragraph. Such payments shall be 

12 made in an amount computed by multiplying <i) 

13 the diversion pajTnent rate, by (ii) the farm pro- 

14 gram pajment yield for the crop, by (iii) the addi- 

15 tional acreage diverted under this paragraph. The 

16 diversion pa^-ment rate shall be established by the 

17 Secretary at not less than $3 per bushel.". 

18 WHEAT LOANS 

19 Sec. 102. Notwithstanding any other provision of law, 

20 effective for each of the 1983 through 1985 crops of wheat, 

21 the Secretary of Agriculture shall make available to produc- 

22 ers participating in an annual program for any such crop of 

23 wheat under the Agricultural Act of 1949 loans and pur- 

24 chases under such program at not less than $3.80 per bushel. 
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5 

1 ACBEAOE SEDUCTION PBOGBAMS FOR THE 19S4 CHOP OF 

2 FEED OEAINS 

3 Sec. 103. Section 105B(e) of the Agricultural Act ol 

4 1949 (7 U.S.C. 1444d<e)) is amended by— 

5 (1) in paragraph (1) — 

6 (A) in the first sentence of subparagraph (A), 

7 striking out "subparagraph (B)" and inserting in 

8 lieu thereof "subpara^aphs (B) and (C)"; and 

9 (B) adding at the end thereof a new subpara- 

10 graph (C) as follows: 

11 "(C) For the 1984 crop of feed grains, the 

12 Secretary shall provide for a combination of an 

13 acreage limitation program under paragraph (2) of 

14 this subsection and a diversion program under 

15 paragraph (5) of this subsection under which, for 

16 participating producers, the acreage on the farm 

17 planted to feed grains for harvest shall be limited 

18 to the feed grain acrea^ base for the farm, as de- 

19 termined under paragraph (2) of this subsection, 

20 reduced by a total of not less than 15 per centum, 

21 consisting of a reduction of 50 per centum of such 

22 amount under the acreage limitation program and 

23 a reduction of 50 per centum of such amount 

24 under the diversion program. As a condition of 

25 eligibility for loans, purchases, and payments on 
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1 the 1984 crop of feed grains, the producers on a 

2 fann must comply with the terms and conditions 

3 of the combined acreage limitation program and 

4 diversion program."; 

5 (2) in paragraph (2), inserting immediately after 

6 the seventh sentence the following: "Notwithstanding 

7 any other provision of this paragraph, the acreage base 

8 to be used for the farm under the program for the 

9 1984 crop of feed grains shall be established by the 

10 Secretary, taking into consideration the acreage base 

11 established for the farm for the 1983 crop, historical 

12 production data, crop rotation practices, and such other 

13 factors as the Secretary determines should be consid- 

14 ered in determining a fair and equitable base."; and 

15 (3) in paragraph (5) — 

16 (A) in the first sentence, striking out "The 

17 Secretary may" and inserting in lieu thereof 

18 "Except as otherwise provided in this paragraph 

19 for the 1983 and 1984 crops of feed grains, the 

20 Secretary may"; and 

21 (B) adding at the end thereof the following: 

22 "Notwithstanding the foregoing provisions of this 

23 paragraph, the Secretary shall implement a land 

24 diversion payment program for the 1984 crop of 

25 feed grsim under which the Secretary shall make 
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7 

1 crop retirement and conservation payments to any 

2 producer of the 1984 crop of feed grains whose 

3 farm acreage to feed grains for harvest is reduced 

4 so that it does not exceed the feed grain acreage 

5 base for the farm less an amount equivalent to 7.5' 

6 per centum of the feed grain acreage base (or 

7 such greater percentage as may be prescribed by 

8 the Secretary) in addition to the reduction made 

9 under the acreage limitation program for the crop 

10 under paragraphs (1)(C) and <2) of this subsection, 

11 and the producer devotes to approved conserva- 

12 tion uses an acreage of cropland equivalent to the 

13 reduction from the feed grain acreage base re- 

14 quired under this paragraph. Such payments shall 

15 be made in an amount computed by multiplying U) 

16 the diversion payment rate, by (ii) the farm pro- 

17 gram payment yield for the crop, by (iii) the addi- 

18 tional acreage diverted under this paragraph. The 

19 diversion payment rate shall be established by the 

20 Secretary at not less than $1.50 per bushel for 

21 com. The payment rate for grain sorghums, oats, 

22 and, if designated by the Secretary, barley shall 

23 be such rate as the Secretary determines is fur 

24 and reasonable in relation to the rate at which 

25 payments are made av^lable for com.". 
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1 COBN LOANS 

2 Sec. 104, Notwithstanding any other provision of law, 

3 elective for each of the 1983 through 1985 crops of feed 

4 grains, the Secretary of Agriculture shall make available to 

5 producers participating in an annual program for any such 

6 crop of feed gnma under the Agricultural Act of 1949 loans 

7 and purchases on com under such program at not less than 

8 $2.75 per bushel. 

9 ACREAGE SEDUCTION PBOGBAMS FOB THE 19S4 CBOP OF 

10 UPLAND COTTON 

11 Sec. 105. Section 103(g)(9) of the Agricultural Act of 

12 1949 (7 U.S.C. 1444(gK9)) is amended by— 

13 (1) in subparagraph (A) — 

14 (A) in the first sentence, striking out 

15 "Notwithstanding any other provision of this 

16 subsection" and inserting in lieu thereof "Not- 

17 withstanding any other provision of law, except as 

18 provided in the second and third sentences of this 

19 paragraph"; 

20 (B) inserting immediately after the first sen- 

21 tence the following: "For the 1984 crop of upland 

22 cotton, the Secretary shall provide for a combtna- 

23 tion of an acreage limitation program under the 

24 subparagraph and a diversion program under sub- 

25 paragraph (B) of this paragraph under which, for 
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1 participating producers, the acreage on the farm 

2 planted to upland cotton for harvest shall be limit- 

3 ed to the upland cotton acreage base for the farm 

4 reduced by a total of not less than 15 per centum, 

5 consisting of a reduction of 50 per centum of such 

6 amount under the acreage limitation program and 

7 a reduction of 50 per centum of such amount 

8 under the diversion program. As a condition of 

9 eligibility for loans purchases, and payments on 

10 the 1984 crop of upland cotton, the producers on 

11 a farm must comply with the terms and conditions 

12 of the combined acreage limitation program and 

13 diversion program."; and 

14 (C) inserting immediately after the sixth sen- 

15 tence the following: "Notwithstanding any other 

16 pro\ision of this subparagraph, the acreage base 

17 to be used for the farm under the program for the 

18 1984 crop of upland cotton shall be established by 

19 the Secretary, taking into consideration the acre- 

20 age base established for the farm for the 1983 

21 crop, historical production data, crop rotation 

22 practices, and such other factors as the Secretary 

23 determines should be considered in determining a 

24 fur and equitable base."; and 

25 (2) in subparagraph (h)— 
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10 

1 (A) in the first sentence, striking out "The 

2 Secretary may" and inserting in lieu thereof 

3 "Except as otherwise provided in this subpara- 

4 graph for the 1984 crop of upland cotton, the 

5 Secretary may"; and 

6 (B) adding at the end thereof the following: 

7 "Notwithstanding the foregoing provisions of this 

8 subparagraph, the Secretary shall implement a 

9 land diversion payment program for the 1984 crop 

10 of upland cotton under which the Secretary shall 

11 make crop retirement and conservation payments 

12 to any producer of the 1984 crop of upland cotton 

13 whose fiuTn acreage planted to upland cotton for 

14 harvest is reduced so that it does not exceed the 

15 upland cotton acreage base for the farm less an 

16 amount equivalent to 7.5 per centum of the 

17 upland cotton acreage base (or such greater per- 

18 centage as may be established by the Secretary) 

19 in addition to the reduction made under the acre- 

20 age limitation program for the crop under subpar- 

21 agraph (A) of this paragraph, and the producer 

22 devotes to approved conservation uses an acreage 

23 of cropland equivalent to the reducUon from the 

24 upland cotton acreage base required under this 

25 subparagraph. Such payments shell be made in an 
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1 &moimt computed by multiplying (i) the diversion 

2 payment rate, by (ii) the farm program payment 

3 yield for the crop, by (iii) the additional acreage 

4 ■ diverted under this subparagraph. The diversion 

5 payment rate shall be established by the Secretary 

6 at not less than 30 cents per pound.". 

7 UPLAND COTTON LOANS 

8 Sec. 106. Notwithstanding any other provision of law, 

9 effective for each of the 1983 through 1985 crops of upland 

10 cotton, the Secretary of Agriculture shall make available to 

11 producers participating in an annual program for any such 

12 crop of upland cotton under the Agricultural Act of 1949 

13 loans under such program at such level as will reflect for 

14 Strict Low Middling one-and-one-sixteenth-inch upland 

15 cotton (micronaire 3.5 through 4.9) not less than 60 cents per 

16 pound. 

17 ACBEAOE SEDUCTION PKOGBAMS FOB THE 1964 CROP OP 

18 BICE 

19 Sec. 107. Section 101<i)(5) of Ae Agricultural Act of 

20 1949 (7 U.S.C. 1441(iK5)) is amended by— 

21 (1) in subparagraph (A) — 

22 (A) in the first sentence, striking out "third 

23 and fourth sentences" and inserting in lieu thereof 

24 "third through sixth sentences"; 
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1 (B) inserting immediately after the fourth 

3 sentence the following: "For the 1984 crop of 

3 rice, the Secretary shall provide for a combination 

4 of an acreage limitation program under this suh- 

5 paragraph and a diversion program under subpar- 

6 agr^ih (B) of this paragraph under which, for par- 

7 ticipating producers, the acreage on the farm 

8 planted to rice for harvest shall be limited to the 

9 rice acreage base for the farm reduced by a total 

10 of not less than 15 per centum, consisting of a re- 

11 duction of 50 per centum of such amount under 

12 the acreage limitation program and a reduction of 

13 50 per centum of such amount under the diversion 

14 program. As s condition of eligibiUty for louis, 

15 purchases, and payments on the 1984 crop of 

16 rice, die producers on a farm must comply with 

17 the terms and conditions of the combined acreage 

18 limitation program and diversion program."; and 

19 (C) inserting immediately after the ninth sen- 

20 tence the following: "Nothwithstanding any other 

21 provision of this subparagraph, the acreage base 

22 to he used for the farm under the program for the 
28 1984 crop of rice shall be established by the Sec- 

24 retaiy, taking into consideration the acreage base 

25 established for the farm for the 1983 crop, histori- 
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1 cal producUon .data, crop rotation practices, and 

2 such other factors as the Secretary determines 

3 should be considered in determining a fair and 

4 equitable base."; and 

5 (2) in subparagraph (B) — 

6 (A) in the first sentence, striking out "The 

7 Secretary may" and inserting in lieu thereof 

8 "Except as otherwise provided in this subpara- 

9 graph for the 1983 and 1984 crops of rice, the 

10 Secretary may"; and 

11 (B) adding at the end thereof the following: 

12 "Notwithstanding the foregoing provisions of this 

13 subparagraph, the Secretary shall implement a 

14 land diversion payment program for the 1984 crop 

15 of rice under which Uie Secretary shall make crop 

16 retirement and conservation payments to any pro- 

17 ducer of the 1984 crop of rice whose farm acre- 

18 age planted to rice for harvest is reduced so that 

19 it does not exceed the rice acreage base for the 

20 farm less an amount equivalent to 7.5 per centum 

21 of the rice acreage base (or such greater percent- 

22 age as may be established by the Secretary) in 

23 addition to the reducUon made under the acreage 

24 lunitation program for the crop under subpara- 

25 graph (A) of this paragraph, and the producer de- 
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1 votes to approved conservation uses an acrea^ of 

2 cropland equivalent to the reduction from the rice 

3 acreage base required under this subparagraph. 

4 Such payments shall be made in- an amount com- 
d puted by multiplying fi) the diversion payment 

6 rate, by (ii) the farm program payment yield for 

7 the crop, by (iii) the additional acreage diverted 

8 under this subparagraph. The diversion payment 

9 rate shall be established by the Secretary at not 

10 less than $3 per hundredweight.". 

11 BICE LOANS 

12 Sec. 108. Notwithstanding any other provision of law, 

13 effective for each of the 1983 through 1985 crops of rice, the 

14 Secretary of Agriculture shall make available to producers 

15 participating in an annual program for any such crop of rice 

16 under the Agricultural Act of 1949 loans and purchases 

17 under such program at not less than $8.55 per hundred- 

18 weight. 

19 TITLE n— SPECIAL PAYMENT-IN-KIND 

20 LAND CONSEBVATION PBOOBAM 

21 Sec. 201. Effective for the 1983 through 1985 crops, 

22 the Agricultural Act of 1949 is amended by adding at the end 

23 thereof a new title V as follows: 
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1 "TITLE V— SPECIAL PAYMENT-IN-KIND 

2 LAND GONSEBVATION PBOOBAH 

3 "Sbc. 501. Notwithstanding any other provision of this 

4 Act: 

5 "(a) In order to encourage producers to reduce exces- 

6 sive production of agricultural commodities and promote soil 

7 and water conservation, the Secretary may formulate and 

8 carry out a special payment-in-kind land conservation pro- 

9 gram for each of the 1983 through 1985 crops. Under the 

10 program, the Secretary shall make special payments in kind 

1 1 available to producers who divert farm acreage from the pro- 
13 duction of agricultural commodities and devote such acreage 

13 to conservation uses, subject to such terms and conditions as 

14 the Secretary determines appropriate. Payments in kind may 

15 be made avulable for Uie diversion of (1) wheat, feed grain, 

16 upland cotton, or rice acreage, without regard to other provi- 

17 sions of law that are applicable to any of the annual programs 

18 for the 1983 through 1985 crops of such commodities, and 

19 (2) farm acreage devoted to other nonconserving commodities 

20 designated by the Secretary for inclusion in the program. 

21 "(b) To be eligible for a payment in kind, a producer 

22 who participates in the program for any crop — 

23 "(1) must divert from production and devote to 

24 conservation uses, in accordance with regulations 
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1 issued by the Secretary, the acreage on the farm the 

2 producer agrees to place in the program for that crop; 

3 "(2) must not knowingly devote an acreage on the 

4 farm to the production of commodities specified by the 

5 Secretary for the program for that crop in excess of 

6 the farm's combined acreage base for such commodities 

7 less the amount of acres the producer agrees to include 

8 in the program; and 

9 "(3) must comply with other terms and conditions 

10 specified by the Secretary. 

11 The Secretary shall establish commodity acreage bases for 

12 the farm of each producer participating in the program, 

13 taking into consideration acreage bases established under 

14 acreage limitations (if applicable), historical production data, 

15 crop rotation practices, summer fallowing (in the case of 

16 wheat), and such other factors as the Secretary determines 

17 should be considered in determining fair and equitable bases. 

18 "(c) The Secretary shall determine the portion of a 

19 farm's combined acreage bases for the commodities specified 

20 by the Secretary for the program for a particular crop that 

21 shall be eligible for the program for the crop, taking into 

22 consideration the extent and type of participation in the pro- 

23 gram for the crop needed to assist in adjusting total national 

24 acreages of such commodities to desirable goals. No acreage 

25 on a farm in excess of the farm's combined acreage bases tor 



D,oilizB<:byGOO<^le 



180 

17 

1 the commodities specifled by the Secretary for the program 

2 for a particular crop may be diverted from production under 

3 the program for the crop. The Secretary shall limit the total 

4 acreage diverted from production for a particular crop under 

5 the program in any county or local community so as not to 

6 affect adversely the economy of the county or local com- 

7 munity. 

8 "(d) Payment shall be in kind for acreage on a farm 

9 diverted from production for a particular crop and devoted to 

10 conservation uses under the program in an amount of the 

11 commodity involved equal to the number of acres so diverted 

12 from production multiplied by a percentage of the normal 

13 jield (or the farm for the commodity involved, as established 

14 by the Secretary, that the Secretary determines appropriate 

15 to ensure adequate participation in the program for the crop 

16 involved. 

17 "(e) Pajments in kind shall be from stocks held by the 

18 Commodity Credit Corporation and shall be effected by the 

19 delivery by the Commodity Credit Corporation of the com- 

20 modity involved to the producer at a warehouse or other sim- 

21 tlar facility located in the county in which the farm is located, 

22 by the transfer of negotiable warehouse receipts, or by such 

23 other method determined by the Secretary as appropriate to 

24 enable the producer efficiently and expeditiously to receive 

25 possession of the commodity: Provided, That, if Commodity 
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1 Credit Corporation stocks of the commodity are not readily 

2 available to effect full payment in kind to a producer partici- 

3 pating in the program, the Secretary may suhstitute, fully or 

4 partially, payment in cash for payment in kind; and any such 

5 payment in cash shall equal, per unit of the commodity to 

6 which the producer is entitled as payment under the pro- 

7 gram, the basic county loan rate for the crop of the commod- 

8 ity involved. Commodities received by producers under the 

9 program may not be placed under loan or purchased under 

10 the annual commodity programs under this Act, nor may ne- 

11 gotiable warehouse receipts or other evidences of ownership 
13 of the commodity received by producers under the program 

13 be used in such annual conunodity programs. 

14 "(0 To the extent that a portion of the acreage base for 

15 wheat, feed grains, upland cotton, or rice applicable to a farm 

16 under an acreage limitation imposed under an annual pro- ■ 

17 gram under this Act is included in the program under this 

18 section, requirements under such acreage limitation shall be 

19 adjusted to reflect participation in the program under this 

20 section. 

21 "(g) The regulations issued by the Secretary under 

22 clause (1) of subsection (b) of this section with respect to 

23 acreage to be devoted to conservation uses shall ensure pro- 

24 tection of such acreage from weeds and wind and water ero- 

25 sion. The Secretary may permit, subject to such terms and 
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1 conditions as the Secretary may prescribe, all or any part of 

2 such acreage to be devoted to sweet sorghum, hay and graz- 

3 ing, or the production of guar, sesame, slower, sunflower, 

4 castor beans, mustard seed, crambe, plontago ovato, flaxseed, 

5 triticale, rye, or other commodity, if the Secretary determines 

6 that such production is needed to provide an adequate supply 

7 of such commodities and will not affect farm income 

8 adversely. 

9 "(h) An operator of a farm desiring to participate in the 

10 program for a crop under this section shall execute an agree- 

1 1 ment with the Secretary providing for such participation not 

12 later than such date as the Secretary may prescribe. The 

13 Secretary may, by mutual agreement with the producers on 

14 the farm, terminate or modify any such agreement if the Sec- 

15 retary determines such action necessary because of an emer- 

16 gency created by drought or other disaster or to prevent or 

17 alleviate a shortage in the supply of agricultural commodities. 

18 "(i) The Secretary may issue such regulations as the 

19 Secretary determines necessary to carry out the provisions of 

20 this section. 

21 "(j) The Secretary shall carry out the program author- 

22 ized by this section through the Commodity Credit Corpora- 

23 tion. 

24 "(k) The Secretary shall provide adequate safeguards to 

25 protect the interests of tenants and sharecroppers, including 
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1 provision for the storing, on a fur and equitable basis, of 

2 payments in kind or cash payments made under this section. 

3 "(1) The provisions of section 8(g) of the Soil Conserva- 

4 tion and Domestic Allotment Act (relating to assignments of 

5 payments) shall be applicable t» payments in kind and cash 

6 payments made under this section. 

7 "(m) The authority and program under this section shall 

8 he in addition to, and not in place of, any authority granted to 

9 the Secretary or the Commodity Credit Corporation, or any 
10 program, established onder any other provisions of law.". 

a TITLE in— EXPANSION OF INTERNATIONAL 

12 MAilKETS FOR, AND THE DISPOSITION OP, 

13 UNITED STATES AGRICULTURAL COMMOD- 

14 ITIES 

15 Sec. 301. The Agriculture and Food Act of 1981 is 

16 amended by inserting after section 1209 a new section as 

17 follows: 

18 "expansion of united states aqeicultobal ex- 

19 p0bt8 thbouoh the usb op commodities ac- 

20 quibed by the commodity cbedit cobpoeation 

21 "Sec, 1209A, (a) Notwithstanding any other provision 

22 of law, the Secretary of Agriculture shall formulate and carry 

23 out a program under which commodities acquired by the 

24 Commodity Credit Corporation through price support oper- 

25 ations may be tendered at no coat to United States exporters. 
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1 Umted Stales procesam, and faiaga natnoa to eneoonge 

2 additional export sales ot United States agrieulbml commod- 

3 itiei and the products therecrf, thereb; assisting in the derel- 

4 opment, maintenance, and expannon tA internatiMial markets 

5 for those commodities and products. 

6 "(b) In canying out tiie program authorized by this sec- 

7 lion, the Secretary shall — 

8 "(1) take reasonable precautions to ensure that 

9 the stocks of the Commodity Credit Corporation made 

10 avulable to ptulicipants in the program are used only 

11 in areas of the world where sales in addition to the 

12 usual marketings of the United States can be accom- 

13 . plished or where the stocks will enable United States 

14 exporters to be competitive in price with the exporters 

15 of other nations; 

16 "(3) take reasomible precautions to prevent the 

17 resale or transshipment to other nations, or use for 

18 other than domestic use, of the stocks of the Commod- 

19 ity Credit Corporation made avtulable to participants in 

20 the program; and 

21 "(3) ensure that United Sutes processors of agri- 

22 cultural commoditieB are compensated through donation 

23 of commodities owned by the Commodity Credit Cor- 

24 poration ui any case where imports into the United 

25 States of products made, in whole or in part, with 
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1 commodities made available to United States exporters 

3 and foreign nations under this section would, in the ab- 

3 sence of such donaUong, place the United States pro- 

4 cessors at an unfair competitive disadvantage. 

5 "(c) The Secretary of Agriculture shall carry out the 

6 program authorized by this section through the Commodity 

7 Credit Corporation. 

8 "(d) The Secretary of Agriculture may issue such regu- 

9 lattons as the Secretary deems necessary to carry out this 

10 section. 

11 "(e) Notwithstanding any other provision of this section, 

12 the Secretary of Agriculture shall not tender any commod- 

13 ities of the Commodity Credit Corporation under this section 

14 to United States exporters or foreign nations for use in any 

15 nation not eligible to receive nondiscriminatory trading treat- 

16 ment with respect to its products (most-favored-nation treat- 

17 ment). 

18 "(f) The authority provided by this section shall be in 

19 addition to, and not in place of, any authority granted to the 

20 Secretary of Agriculture or the Commodity Credit Corpora- 

21 tion under any other provisions of law.". 
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1 EXPANDED USB OF COUHODITY GBBDIT COBPOBATION 

2 STOCKS m CABBTING OUT PUBLIC LAW 480 

S Sec. 302. Section 409 of the Agricultural Trade Devel- 

4 opment and Assistance Act of 1954 (7 U.S.C. 1736c) is 

5 amended by — 

6 (1) inserting "(a)" after the section desipiation; 

7 and 

8 (2) adding at the end thereof a new subsection as 

9 follows: 

10 "(g) Notwithstanding any other provision of law, the 

11 President may use conunodities acquired by the Commodity 

12 Credit Corporation through price support operations in in- 

13 creasing the level of agricultural exports under titles I ajid 

14 m of this Act. However, the use of such Commodity Credit 

15 Corporation commodities is subject to the condition that they 

16 be in addition to the level of exports that can be fmanced 

17 under the funding provided in appropriation Acts.". 

18 EXPANDED AUTHOBITY POE THE DONATION ABBOAD OP 

19 COMMODITY CREDIT COBPOBATION STOCKS 

20 Sec. 303. Section 416 of the Agricultural Act of 1949 

21 (7 U.S.C. 1431) is amended by amending the penulUmate 

22 sentence thereof to read as follows; "Such dairy products and 

23 other commodities acquired by the Commodity Credit Corpo- 

24 ration through price support operations may also be donated 

25 through foreign governments and public and nonproHt private 
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1 humanitarian organizations for Ute assistance of needy per- 

2 sons outside the United States, and Uic Commodity Credit 

3 Corporation may pay, with respect to commodities so donat- 

4 ed, reprocessing, packaging, transporting, handling, and 

5 other charges, including the cost of overseas delivery.". 
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Question 1. What effect would this pit^am have on the farm income and com- 
modity prices, compared to operation of the 1983 commodity programs as already 
announced? 

Answer, The objectives of the PIK program are to reduce production, reduce bur- 
densome stocks, and avoid increased budget outlays that would otherwise be neces- 
sary under the price support program. Farmers can expect to receive the same or 
greater net returns while stock adjustments are occurring. Commodity prices, 
thoi^h not likely to increase appreciably in the near term. Hhould firm as buyers 
realize that stocks are being reduced. Once stocks are reduced, Eubstantial opportu- 
nities for price increases will exist. 

A copy of the final regulatory impact statement analysis is included for the record 
which gives a more complete response to the question. 

Question 2. Do your anticipate difficulty in sulTiciently reducing grain stocks 
within one crop year? How does a multi-year pri^ram to reduce grain stocks and 
increasing demand compare to a one-year program such as the one you contem- 
plate? 

Answer. No, we do not anticipate difficulty in reducing grain stocks sufficiently 
within one crop year. Total ending stocks of wheat, corn and sorghum for 1983-84 
are expected to be reduced by 1 billion bushels from levels expected under the previ- 
ously announced 1983-84 program. Upland cotton stocks will be reduced by 2.7 mil- 
lion bales relative to earlier expectations with rice stocks reduced by about 20 mil- 
lion hundredweight. 

The PIK Pribram is designed to reduce 1983 crop acreages and supplies. Given 
the uncertainties of world supply and demand, programs such as PIK need to be 
examined on a year-to-year basis. The appropriateness of a PIK program for 1984 
will be assessed at the time USDA formulates and develops the 1984 commodity pro- 

A copv of the "Pact Sheet" giving projected stock reductions by program crop is 
included for the record. 

Question 3. The farm programs for the 1983 crops include a provision for an ad- 
vance payment of 50 percent of diversion payments. Signup for the 1983 program of 
wheat and feed grains began October 1. Can you tell us how many farmers have 
signed up for the programs so far and the amount of advance diversion payments 
already made? How will you handle the advance payments made so far if you imple- 
ment a pay ment-in -kind program for the 1983 crops? 

Answer. The following table shows what was signed up as of December 1982. Ad- 
ditional reports have been suspended until after signup ends on March 11, 1983. 





C(op 


"^sTr "^^ 


of iBlJl lB» 



































Advance deficiency and diversion payments made through December 31. 1982, 
total $168.5 million for wheat; $181.1 million for corn; $19.4 million for sorghum; 
$6.3 million for barley; and 800,000 for oats. 

Advance payments made that exceed the final payments on a farm must be re- 
funded. No interest charges will apply on any refunds as a result of PIK participa- 
tion; however, if a refund is not made withm 30 d"" " " " "'" '"" — ' 






Answer. Commodity Credit Corporation (CCC) outlays are expected to be reduced 
by more than $3 billion during fiscal years 1983 and 1984, from the previously an- 
nounced program, because of PIK. 

Qiietilioti f). Mr. Seeretarj', you state that the payment- in -kind program you de- 
scribed can be largely carried out under existing authorities available to the Depart- 
ment. Can you provide for the record the specinc legal authorities that permit you 
to establish such a program? 

Answer. The program will be conducted pursuant to the authority of the Agricul- 
tural Act of 1949. as amended, and the Commodity Credit Corporation Charter Act. 
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The Agricultural Act of 1949, as amended by the Agriculture and Food Act of 1981. 
authorizes the Secretary to make land diversion payments to producers of wheat, 
feed grains, upland cotton and rice if the Secretary determines that the payments 
are necessary to assist in adjusting the total national acreage of the commodities to 
desirable goals. The Charter Act gives the Corporation broad authority to support 
the price of agricultural commodities, stabilize agricultural commodity markets and 
remove and dispose of agricultural surpluses. 

Question 6. Mr. Secreatary, can you describe the benefits of a payment-in-kind 
program, such as the one you describe, for a hog producer who grows grain for feed, 
and compare such benefits to those of a hog producer who feeds purchased grain? 

Answer, The PIK program, in conjunction with the initially announced programs, 
has been designed to maintain an adequate supply for domestic and foreign markets 
while providing producers a tool to act together to reduce production, government- 
held stocks and inventories. Commodity prices may not increase significantly in the 
near term, though they should finn as storage payments permit greater marketing 
flexibility and buyers realize that stocks are being reduced. The operation of hog 
producers, whether they grow their own feed or purchase it, should continue under 
normal conditions knowing that the feed grain supply will be sufficient for their op- 
erations. Hog producers who grow grain for feed can receive PIK grain to help meet 
their feed requirements, if they so choose. Hog producers who feed purchased grain 
will find that PIK grain will help to ensure an adequate market supply of feed 
grains to meet their needs. 

Qi'KsTiiiNs FnoM Senator Bokf.n anii the Department^ Answers Thereti) 

Question !. How much acreage must be idled to get wheat ending stocks down to 
less than one billion bushels; to get corn down to 1,5 billion bushels? 

Answer: To get 1983-84 wheat stocks down to less than one billion bushels would 
require idling about 45 million acres or one-half of the total wheat acreage base. For 
corn, more than 35 million acres (about 45 percent of the total acreage base) would 
need to be idled to bring stock down to 1,5 billion bushels. 

Question 2. We've had a problem with the legality of warehouse receipts when a 
warehouse declares bankruptcy. Would anything like this have an effect on the cer- 
tificates mentioned here? Will these certificates be valid reagardless? 

Answer: CCC will bear the loss of any warehouse bankrutcy so long as title to the 
grain remains with CCC, However, once the producer takes title to the grain, he 
assumes any risk of subsequent bankruptcy. The producer has up to live months to 
take title to the grain. 

Question: 3. Would farmers be able to graze-out acreage entered into the payment- 
in-kind program? 

Answer: Yes. for acreage devoted to winter wheat only. Since the PIK program 
was announced after winter wheat had been planted, wheat acreages planted before 
January 12, 1983, may be designated to meet any consei^ation use requirement 
(acreage reduction, paid diversion or PIK) for any program provided the farm is par- 
ticipating in the PIK program for any crop. Such designated acreage may be grazed 
without regard to the 6-month nongrazing period and hayed before the disposal 
deadline established for the county. 

However, the conservation use acreage for any crop planted after the January 12 
announcement can be grazed except during the six principal growing months. This 
6-month period between February 28 through October 31 will be determined by the 
local ASC committee. Mechanical harvesting of any crop will be prohibited. 

Question: 4- What would he the forfeiture procedures for CCC to take ownership of 
loan and farmer-owned reserve grain? 

Answer: Producers participating in the PIK program with loans outstanding as of 
March 11 may not redeem or forfeit loan quantities that would result in an out- 
standing loan amount less than their PIK, However, producers who participate 
cannot forfeit these loan amounts after March 11 will receive storage from CCC 
from loan maturity up to 5 months following the beginning of PIK availability. 

If a PIK participant must liquidate regular or reserve loans on 75 percent of the 
quantity represented in an individual bin or warehouse for PIK purposes, the bal- 
ance of the quantity pledged as collateral for loan which is remaining in the bin or 
receipt, not to exceed 5,000 bushels (or the equivalent number of pounds) of the com- 
modity, may be forfeited to CCC. 

Question 5. Would payment-in-ktnd payments be phased-in State by State or 
would there be one date for issuing certificates nationally? 
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Answer. PIK commodities will be made available to participating producers begin- 
ning with the normal harvest for the crop in their area. Thus, southern areas where 
harvest occurs first, would be eligible to receive their PIK first, 

A notice sent to the ASCS' State and county offices showing the beginning PIK 
availability dates for wheat, corn and grain sorghum, rice and upland cotton is in- 
cluded for the record. 

Question 6. The Secretary has broad authority to operate a number of kinds of 
programs to limit production next year. Why are you advocating this particular pro- 
gram? Does it simplify program management? Clearly American farmers are in 
need of assistance— is this program more likely to provide help to hard-pressed 
farmers than other programs you may have the authority to offer? Will the pro- 
gram you propose provide assistance more quickly? 

Answer. The PIK program will reduce stocks while cutting production; promote 
farm income while reducing costs to the Federal Government and, thus, the U.S. 
taxpayer; minimize CCC loan forfeitures by utilizing outstanding loans for PIK; and 
reduce wheat and feed grain stocks to more desirable levels by using these stocks 
for the PIK. Due to lower production costs in 1983, producers can expect to receive 
the same or greater net returns. As stocks are reduced to more reasonable levels, 
producers can expect opportunities for significant price increases and increased net 
returns. 

Question 7. How much per bushel will you have to pay farmers to reduce plant- 
ings of the 1983 crops to achieve the level of production necessary to reduce car- 
ryover stocks? 

Answer. Compensation for the 10 to 30 PIK will be 95 percent for wheat and 80 
percent for corn, grain sorghum, rice, and upland cotton times the farm program 
yeild times the PIK acreage. 

rrhe following material was supplied by the Department of Agri- 
culture:] 

Exhibit 1 

PIK AvAiLAfiiUTV Dates and Cotton and Rice Regional GitAnEs and Cooperative 



The following States have a single availability date. 
Alabama, June 15. 
Alaska, September 15, 
Arizona, June 15. 
Arkansas, June 15. 
Connecticut, August 1. 
Delaware, July 15, 
Florida, June 1. 
Geoi^ia, June 15. 
Idaho. August 1. 
Illinois, July 1. 
Indiana, July 15. 
Iowa, July 15. 
as, July 1. 



Kansas, July 1. 
Kentucky, July 1. 
Louisiana, June 1, 
Maine, August 15, 
Maryland, July 15. 
Massachusetts, August 1, 
Michigan, August 15, 
Minnesota, August 15. 
Mississippi, June 15, 
Missouri, July 1, 
Montana, August 15, 
Nebraska, July 15, 
Nevada, August 1, 
New Hampshire, August 15, 
New Jersey. August 1. 
New Mexico, July 1, 
New York August 15. 
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North Carolina, June 15. 

North Dakota, August 15. 

Ohio, July 15. 

Oklahoma. July 1. 

Oregon, August 1. 

Pennsylvania. July 15. 

Rhode Island. August 1. 

South Carolina, June 15. 

South Dakota, August 1, 

Tennessee, July 1. 

Utah, August 1. 

Vermont, August 15. 

Virginia, July 1. 

Washington, August 1. 

West Virginia, July 15. 

Wisconsin. August 15. 

Wyoming, August 1. 

The following States have multiple availability dates: 

Caiifornia. 
The following county has an availability date of June 1: Imperial. 
The following counties have an availability date of August 1: Del Norte; Hum- 
boldt; Lassen; Modoc; Plumas; Shasta; Sierra; Siskiyou; and Trinity. 
The remaining counties have an availability date of June 15,. 

Colorado. 

The following counties have an availability date of July 15: Adams; Arapahoe; 
Baca: Bent; Boulder; Cheyenne; Clear Creek; Crowley; Denver; Douglas; Elbert; El 
Paso; Gilpin; Huerfano; JefTerson; Kiowa; Kit Carson; Larimer; Las Animas; Lin- 
coln; Logan; Morgan; Otero; Phillips; Prowers; Pueblo; Sedgwick; Washington; Weld; 
and Yuma. 

The remaining counties have an availability date of August 1. 

Texas 

The following counties have an availability date of June 1: 

Aransas; Atascosa; Austin; Bandera; Bastrop; Bee; Bexar; Blanco; Brazoria; 
Brazos; Brooks; Burleson; Caldwell; Calhoun; Cameron; Chambers; Colorado; Comal; 
DeWitt; and Dimmit. 

Duval; Edwards; Fayette; Fort Bend; Frio; Galveston; Gillespie; Goliad; Gonzales; 
Grimes; Guadalupe; Haradin Harris; Hays; Hidalgo; Jackson; Jasper; Jefferson; Jim 
Hogg; and Jim Wells. 

Karnes; Kendall; Kenedy; Kerr; Kinney; Kleberg; LaSalle; Lavaca; Lee; Liberty; 
Live Oak; McMullen Madison; Matagorda; Maverick; Medina; Montgomery; Nueces; 
Newton; and Orange, 

Polk; Real; Refugio; San Jacint«; San Patricio; Starr; Trinity; Tyler; Uvalde; Val 
Verde; Victoria; Walker; Waller; Washington; Webb; Wharton; Willacy Wilson; 
Zapata; and Zavala. 

The following counties have an availability date of July 1: 

Andrews; Armstrong; Bailey; Baylor; Borden; Briscoe; Carson; Castro; Childress; 
Cochran; Collingsworth; Cottle; Crosby; Dallam; Dawson; Deaf Smith; Dickens; 
Donley; Floyd; Foard; Gaines; Garza; Gray; Hale; Hall; and Hansford. 

Hardeman; Hartley; Hemphill; Hockley; Howard; Hutchinson;' King; Knox; Lamb; 
Lipscomb; Lubbock; Lynn; Martin; Moore; Motley; Ochiltree; Oldham; Parmer 
Potter; Randall; Roberts; Sherman; Swisher; Terry; Wheeler Wilbarger; and 
Yoakum . 

The remaining counties have an availability date of June 15, 

CORN AND GRAIN SORGHUM 

The following states have a single availability date: 

Alabama, October 1. 

Arizona, October 1. 

Arkansas. October 1. 

Colorado, October 15. 

Connecticut, November 1. 

Delaware, October 15. 
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Florida, August 15. 

Georgia. October 1. 

Idaho, November 1. 

Illinois, October 15. 

Indiana, October 15. 

Iowa, October 15, 

Kansas. October. 15. 

Kentucky, October 15, 

Louisiana, September 15. 

Maine, November 1. 

Maryland, October !5. 

Massachusetts, November 1, 

Michigan. November 1, 

Minnesota, November 1. 

Mississippi, October 1, 

Missouri, October 15. 

Montana, November 1. 

Nebraska. October 15. 

Nevada. October 15, 

New Hampshire, November 1, 

New Jersey, October 15. 

New Mexico, October 1. 

New York, November 1, 

North Carolina, October 1, 

North Dakota, November 1, 

Ohio, October 1">. 

Oklahoma, October 1, 

Oregon, November 1, 

Pennsylvania, October 15, 

Puerto Rico, August 15. 

Rhode Island, November 1, 

South Carolina, October 1. 

South Dakota, November 1. 

Tennessee, October 1. 

Utah. October 15. 

Vermont. November 1. 

Virginia, October 15. 

Washington, November 1. 

West Virginia, October 15, 

Wisconsin, November 1, 

Wyoming. November 1, 

The following states have multiple availability dates: 

Caiifomia 

The following counties have an availability date of October 15: Del Norte; Hum- 
boldt; Lessen; Modoc; Plumas; Shasta; Sierra; Siskiyou; Trinity, 
The remaining counties have an availability date of October 1, 

Texas 

The following counties have an availability date of June 15: Cameron; Hidalgo; 
Starr; and Willacy, 

The following counties have an availability date of July 15: Brooks; Duval; Jim 
H(«g; Jim Wells; Kenedy; Kleberg; LaSalle; McMulIen; Nueces; San Patricio; Webb; 
and Zapata, 

The following counties have an availability date of August 1: Aransas; Atascosa; 
Austin; Bandera; Bastrop; Bee; Bexar; Blanco; Brazoria; Brazos; Burleson; Caldwell; 
Calhoun; Chambers; Colorado; Comal; DeWitt; Dimmit; Edwards; Fayette; Fort 
Bend; Frio; Galveston; Gillespie; Goliad; Gonzales; Grimes; Guadalupe; Hardin; 
Harris; Hays; and Jackson. 

Jasper; Jefferson; Karnes; Kendall; Kerr; Kinney; Lavaca; Lee; Liberty; Live Oak; 
Madison; Matagorda; Maverick; Medina; Montgomery; Newton; Orange; Polk; Heal; 
Refugio; San Jacinto; Trinity; Tyler; Uvalde; Val Verde; Victoria; Walker; Waller; 
Washington; Wharton; Wilson and Zavala, 

The following counties have an availability date of October I: 
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Donley: Floyd; Foard; Gaines; Garza; Gray; Hale; Hall; and Hansford. 

Hardeman; Hartley; Hemphill; Hockley; Howard; Hutchinson; King; Knox; Lamb; 
Lipecomb; Lubbock; Lynn; Martin; Moore; Motley; Ochiltree; Olettiam; Parroer; 
Potter; Randall; Roberts; Sherman; Swisher; Terry; Wheeler; Wilbarger; and 
Yoakum. 

The remaining counties have an availability date of September 1. 

The following states have a single availability date: 

Alabama, October 1. 

Arizona, October 15. 

Arkansas, October 1. 

California, October 15. 

Florida. September 1. 

Georgia, October 1. 

Kentucky, October 15 

Louisiana, September 15. 

Mississippi, October 1. 

Missouri, October 15. 

Nevada, October 15. 

New Mexico, October 15. 

North Carolina, October 1. 

Oklahoma, October 15. 

South Carolina, October 1. 

Tennessee, October 1. 

Virginia, October 15. 

The following state had multiple availability dates. 

Texas 

The following counties have an availability date of July 15: Cameron; Hidalgo; 
Starr; and Willacy. 

The following counties have an availability date of August 15: Brooks; Duval; Jim 
Hogg; Jim Wells; Kenedy; Kleberg; LaSalle; McMullen; Nueces; San Patricio; Webb; 
and Zapata. 

The following counties have an availability date of September 1: Aransas; Atas- 
cosa; Austin; Bandera; Bastrop; Bee; Beicar; Blanco; Brazoria; Brazos; Burleson; 
Caldwell: Calhoun; Chambers; Colorado; Comal; DeWttt; Dimmit; Edwards; Fayett«; 
Fort Bend; Frio; Galveston; Gillespie; Goliad; Gonzales; Grimes; Guadalupe; Hardin; 
Harris; Hays; and Jackson. 

Jasper; Jefferson; Karnes; Kendall; Kerr; Kinney; Lavaca; Lee; Liberty; Live Oak; 
Madison; Matagorda; Maverick; Medina; Monteomery; Newton; Orange; Polk; Real; 
Refugio; San Jacinto; Trinity; Tyler; Uvalde; Val Verde; Victoria; Walker; Waller; 
Washington; Wharton; Wilson; and Zavala, 

The following counties have an availability date of October 15: 

Andrews; Armstrong; Bailey; Baylor; Borden; Briscoe; Carson; Castro; ChildreSB; 
Cochran; Collingsworth: Cottle; Crosby; Dallam; Dawson; Deaf Smith; Dickens; 
Donley: Floyd; Foard; Gaines; Garza; Gray; Hale; Hall; and Hansford. 

Hardeman; Hartley: Hemphill; Hockley: Howard; Hutchinson; King; Knox; Lamb; 
Lipscomb; Lubbock; L3mn; Martin; Moore; Motley; Ochiltree; Oldham; Parmer; 
Potter; Randall; Roberts; Sherman; Swisher; Terry; Wheeler; Wilbarger; and 
Yoakum. 

The remaining countries have an availability dat« of October 1. 



Arkansas, September 1. 
California, September IS. 
Florida, Aimust 1. 
Kentucky, September 15. 
Louisiana, August 1. 
Mississippi, September 15. 
Missouri, September 15. 
Oklahoma, September 16. 
Puerto Rico, August 1. 
South Carolina, September 
Tennessee, September 15. 
Texas, August 1. 
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GHADK8, TYPES AND BIIUJNG OUTTURNS FOR PIK PROORAH 

The following States have a single grade, type and milling outturn; 

Arkansas, 2 L 56/68. 

California. 1 M 48/69. 

Florida, 2 L 56/67. 

Mississippi, 2 L 54/67. 

Missouri, 2 L 56/68. 

North Carolina, 2 L 55/70. 

Oklahoma. 2 L 56/68, 

Puerto Rico, 2 M 56/69. 

South Carolina, 2 L 55/70. 

The following States have multiple grades, types, and milling outturns. 

Louisiana 

The following counties are 2 L 56/69: 

Acadia; Allen; Avoyelles; Beauregard; Calcasieu; Cameron; Evangeline; Iberia; Jef- 
ferson Davis; Lafayette; Rapides; St Landry; St Martin (both parts); St Mary; Ver- 
million; and Vernon. 

The remaining counties are 2 L 54/67. 

Texas 



The following States have a single grade and staple: 

Alabama, 5035. 

Arkansas, 5035. 

Florida, 5035. 

Georgia, 5035. 

Kansas, 4232. 

Kentucky, 5035. 

Louisiana, 5035. 

Mississippi, 5035. 

Missouri, 5035. 

Nevada, 4036. 

North Carolina. 5036. 

South Carolina, 5035. 

Tennessee. 5035. 

Virgina, 5035. 

The following States have multiple grades and staples. 

Arieoiui 

The following counties have a cotton grade and staple of 5035: Coshise; Graham; 
and Greenlee. 
The remaining coaunties have a cotton grade and staple of 4134. 



The following counties have a cotton grade and staple of 4134: Imperial; Riverside; 
San Bernardino; and San Diego. 
The remaining counties have a cotton grade and staple of 4036. 

New Mexico 
The following counties have a cotton grade and staple of 4232: Lea; Roosevelt; 
Curry; and Quay. 

The remaining counties have a cotton grade and staple of 5035. 

Oklahoma 
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The remaining counties have a cotton grade and staple of 4232. 
Tfxas 

The following counties have a cotton grade and staple of 5035. 

Brewster; Brooks; Cameron; Crane; Culberson; Ector; El Paso; Hidalgo; Hudspeth; 
Jeff Davis; Jim Hogg; Kenedy; Loving; Pecos; Presidio; Reeves; Starr; Terrell; Ward; 
Willacy; Winkler; and Zapata. 

The following counties have a cotton grade and staple of 5133. 

Angelina; Aransas; Atascosa; Austin; Bandera; Bastrop; Bee; Bell; Bexar; Blanco; 
Boaque; Brazoria; Brazos; Burleson; Burnet; Caldwell; Calhoun; Chambers; Colorado; 
Comal; Coryell; Crockett; DeWitt; and Dimmit. 

Duval; Edwards; Falls; Fayette; Fort Bend; Frio; Galveston; Gillespie; Goliad; Gon- 
zales; Grimes; Guadalupe; HamUton; Hardin; Harris; Hays; Houston; Jackson; 
Jasper; Jefierson; Jim Wells; Karnes; Kendall; and Kerr. 

Kimble; Kinney; Kleberg; Lampasas; LaSalle; Lavaca; Lee; Leon; Liberty; Live 
Oak; Llano; McCuUoch; McLennan; McMuUen; Madison; Mason; Matagorda; Maver- 
ick; Medina; Menard; Milam; Montgomery; Newton; and Nueces, 

Orange; Polk, Real; Refugio; Robertson; Sabine; San Augustine; San Jacinto; San 
Patricio; San Saba; Sutton; Travis; Trinity; Tyler; Uvalde; Val Verde; Victoria; 
Walker; Waller; Washington; Webb; Wharton; Williamson; Wilson; and Zavala. 

The remaining counties have a cotton grade and staple of 4232. 

Exhibit 3 
Cotton and Rice Cooperative Codes 



Cooperative and Code 
American Rice. Inc., 48-801-6. 

Arkansas Bice Growers Cooperative Association, 05-801-7. 
Farmers Rice Cooperative, 05-801-6. 
Producers Rice Mill, Inc., 05-803-3. 
Rice Growers Association of California, 06-802-4. 

Cotton 

Cooperative and Code 
American Cotton Growers, 48-802-4. 
Autauga Quality Cotton Association, 01-801-L 
Catcot, Ltd.. 06-804-0. 

Carolinas Cotton Growers Association. 37-801-9. 
Chattachoochee Valley Quality Cotton Association, 01-804-5. 
Colbert Quality Cotton Association, 01-803-7. 
Cotton Producers Marketing Association. 22-804-0. 
Plains Cotton Cooperative Association. 48-803-2. 
Producers Marketing Association. 48-804-0. 
Southwestern Irrigated Cotton Growers Association. 48-805-7. 
Staple Cotton Cooperative Association. 28-801-0. 
Tuscalousa County Improvement Association, 01-802-9. 

Final Regulatory Impact Analysis 



Payment-in-kind Program for the 1983 Crop Year: Wheat, Com, Sorghum Rice, 
and Upland Cotton; and the Farmer Owner Reserve (FOR) Program for Wheat, 
Corn. Sorghum. Barley and Oats. 

II. ACTION. GROUPS IMPACFBD AND DURATION 

A, Action. The 1983 crop programs for wheat, com, sorghum, rice and upland 
cotton are revised to include a supplemental payment-in-kind (PIK) program. Under 
the PIK program, the Commodity Credit Corporation ICCC) will enter into contracts 
with producers under which producers who divert acreage from the production of 
1983 crops of wheat, com. sorghum, upland cotton or rice and devote the acreage to 
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approved conservation uses will be compensated in the form of quantities of those 
commodities. The acreage would be in addition to that which the producer has 
agreed to take out of production under the 1983 acreage reduction and cash land 
diversion programs previously announced. 
Major provisions of PIK are: 

1. Acreage Diversion. Any producer may enter into a contract to divert not less 
than 10 percent nor more than 30 percent of the farm acreage base for any crop. In 
addition, producers may submit bii^ for a contract to divert 100 percent of the farm 
acreage base for any crop. Bids must be in terms of percentage of the farm's yield 
for the crop which the producers consider to be an acceptable level of compensation. 
The Department will determine the number of acres for which bids will be accepted 
for each commodity in each county, based on sign up, particular supply /demand sit- 
uations, conditions in local areas, and other relevent factors. In no event will more 
than 50 percent of the total acreage bases for a commodity in a county be taken out 
of production under this and the previously announced 19S3 acreage reduction and 
cash land diversion programs. 

2. Compensation. In the case of contracts for the diversion of between 10 and 30 
percent of the acreage base of a commodity, the quantity of the commodity received 
as compensation will be the acreage diverted times the farm's yield for the commod- 
ity, multiplied by 95 percent for wheat and 80 percent for corn, sorghum, upland 
cotton, and rice. These rates are designed to provide the producer, on average, with 
a net return at least equal to what he would have had if he were not enrolled in the 
PIK program. 

3. Distribution of PIK. 

lal Producers with outstanding FOR loans obtained before January 12, 1983 or 
regular price support loans for which they have pledged as security a commodity 
which the Department is obligated to pay them under PIK, must sell the commodity 
to the Department, up to the quantity the Department is obligated to pay them, at a 
price equal to the cost of liquidating the loan. In the case of FOR loans, the price 
will be reduced by the amount of unearned advance storage payments. Further, in 
the case of farm stored FOR loans, the price will include additional compensation to 
take account of long term storage related commitments the producer may have un- 
dertaken. The commodities sold to the Department will then be paid to the produc- 

(b) Producers with no outstanding CCC loans will receive commodities from ware- 
houses designated by CCC. In all cases, proper adjustments for grade and other 
cliaracteristics afTecting quality will be made. 

The Department will pay commodities which it owes a producer upon request at 
any time during the five month period beginning on the normal harvest date for the 
commodity in the producer's areas. These dates will be established by the Depart- 
ment on a county-by-county basis. 

4. Other Provisions. Additional administrative and operating provisions are dis- 
cussed in the Interim Rule published in the Federal Register. 

Additionally, provisions of the 1983 crop farmer-owned reserve (FORI programs 
for wheat, corn, sorghum, barley and oats are: 

1. Reserve loan: Wheat, $3.65 per bushel; Corn. $2.65 per bushel; Sorghum, $2.52 
per bushel; Barley, $2.16 per bushel; and Oats, S1.36 per bushel. 

2. Interest Rate: At prevailing CCC rate for first year of contract, waived second 
and third years. 

3. Storage Payment: J. 265 per bushel except for $.20 for oats. 

4. Reserve Entry Date: After the 9-month regular loan period. 

5. FOR Quantity: No limit, 

B. Groups Impacted. 

1. Wheat, Com and Soi^hum— Groups directly affected include feed grain, soy- 
bean, and wheat producers. Those indirectly affected include livestock, poultry, and 
dairy Industrie; agribusinesses associated with merchandising seed, feed, fertilizer. 
fuel, machinery, and grain storage equipment; grain processors lenders; exporters; 
importers; domestic consumers; and rural communities generally. 

2. Rice— Groups impacted include rice producers and cooperative rice mills, rice 
millers, associated rice agribusinesses, foreign and domestic rice consumers, rice ex- 
porters, input suppliers and rural economies in rice production areas. 

3. Upland Cotton — Groups directly impacted include cotton producers, ginners, 
warehouse operators, spinners, cottonseed crushers, shippers and textile manufec- 
turers. Those indirectly impacted are agribusinesses associated with merchandising 
seed, feed, fertilizer, fuel and machinery and rural communities and ctmsumers gen- 

C. Duration 
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3 crops of wheat, corn, sorghum, rice and upland 



A. Legislative Authority. The program will be conducted pursuant to tlie authori- 
ty of the Agricultural Act of 1949, as amended, and the Commodity Credit Corpora- 
tion Charter Act. The Agricultural Act of 1949, as amended by the Agriculture and 
Food Act of 1981, authorizes the Secretary to make land diversion payments to pro- 
ducers of wheat, feed grains, cotton and rice if the Secretary determines that that 
payments are necesEary to assist in adjusting the total national acreage of the com- 
modities to desirable goals. The Charter Act gives the Corporation broad authority 
to support the price of agricultural commodities, stabilize agricultural commodity 
markets and remove and dispose of agricultural supluses. 

B. Summary of Goats. The goals of the 1983 PIK program are to reduce excessive 
stocks while providing adequate supplies for domestic consumption and world trade, 
support farm income and enhance prospects for a future market-led recovery in the 
farm economy, combat inflation hold down Federal costs, and conserve natural re- 
Background: Record production, coupled with a weak worldwide demand for 

wheat, feed grains, rice, and cotton due to the global recession and severe fmancial 
problems of some of our major foreign customers, have created undesirable surplus. 
Acreage reduction and land diversion programs have already been instituted for the 
1983 crops of these commodities under provisions of the Agricultural Act of 1949, as 
amended. Producers participating in those programs will reduce planted acreage for 
wheat, feed grains, cotton and rice by at least 20%. However, the following signifi- 
cant changes have occurred since these programs were announced for wheat, corn, 
sorghum, and upland cotton: 

Wheat: Total supplies for 1982/83 have increased three percent. Ending stocks are 
now projected at a record 1.5 billion bushels, up more than 20 percent. Export pro- 
jections have been reduced from 1.775 billion bushels to 1,6 billion bushels. 

Corn: Total supplies for 1982/83 have increased two percent. Ending stocks are 
now projected at 3,5 billion bushels, up 22 percent. Export projections have been re- 
duced from 2.35 billion to 2.1 billion bushels. 

Sorghum: Although total supplies for 1982/83 are virtually unchanged, a reduc- 
tion in exports from 275 million to 260 million bushels wilt contribute to a 12 per- 
cent increase in ending stocks. 

Upland Cotton: Estimates of 1982-crop production have increased from 10.9 mil- 
lion to 12.0 million bales. At the same time, reduced export prospects have lowered 
estimates of total 1982 disappearance from 11,8 million to 10.8 million bales. These 
factors have combined to raise estimated 1982/83 ending stocks from 5.7 million to 
7,9 million bales, the highest level since 1966. 

Therefore, even with the 1983 programs previously annou.iced, the supply of these 
commodities as well as rice, will greatly exceed demand. Accordingly, the Depart- 
ment has determined that the diversion of additional acreage from the production of 
such crops is necessary to adjust the total national acreage of such commodities to 
desirable goals and that producers should be compensated by receipt of like com- 

IV. OPTIONS CONSIDERED 

A. Acreage Adjustment Programs. 

1. l-eave the previously announced commodity programs unchanged, 

2. Institute a PIK prc^am to supplement announced programs. (Selected Option) 
The PIK Program would allow participants to further reduce their 198^ planting 

(by 10 to 30 percent of the established acreage base or the whole farm base, on a bid 
basis, if determined necessary to achieve program objectives) and receive as compen- 
sation commodities rather than monetary payments. 

B, Farmer-Owned Reserve IFOR) Program. 

1, Implement 1983 crop FOR program provisions the same as that in effect for the 
1982 crop. 

2. Eliminate reserve loan premiums llower reserve loans to applicable regular 
loan levels); delay entry into reserve; maintain storage payment and interest provi- 
sions the same as the previous year; place no upper limit on reserve quantities, (Se- 
lected (jption) 

The Secretary shall formulate and administer a reserve program for wheat and 
feed grains when such commodities are in abundant supply. In carrying out the 
FOR, the Secretary shall provide for original Idirect entry! or extended (delayed 
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entry) price support loans. Reserve loans shall be made at such levels as the Secre- 
tary determLnes appropriate, but not less than the regular loan rates. Storage pay- 
ments may be set at levels deemed appropriate to encourage program participation. 
The Secretary shall announce the terms and conditions of the FOR program as far 
in advance as practicable. In announcing the FOR, the Secretary shall specify the 
quantity of wheat and feed grains to be stored under the FOR. Upper limits may be 
placed un reserve quantities but they may not be less than seven hundred million 
bushels for wheat and one billion bushels for feed grains. 

V. USOA AND OTHER FEDERAL COSTS 

Based on current projections of participation, supply, and utilization for the 1983 
crop, the PIK program would result in significant savings from the pn^ams as cur- 
rently announced. The following table shows the cost savings for fiscal years 1983 
and 1984. 

ESTIMATED CCC OUTLAY SAVINGS FROM PIK PROGRAM AND FOR CHANGES (IN FISCAL YEARS) 

[Mims m Mnl 



DivHsion. -10 305 22 S!T 

FORstwsge, i2 151 5 231 

Net Kan and imenloiy ■ 364 679 -37 -222 



!S purchases and s^les. Oaint. luwllinf, rrj 
JWtoUe 



A. Impact on Main Purpose and Need. 

1. Wheat: Under the PIK program harvested acreage is projected to decline 8 mil- 
lion to 12 million acres compared to the announced program. Production will likely 
decrease by about 265 million bushels. Lower production will likely result in declin- 
ing carryover stocks in 1983/84 for the first time since 1979/80. 

With the compensation rate for PIK at 95 percent of the farm program yield, it is 
estimated that approximately 320 million bushels will be needed to compensate PIK 
participants FOR— 240 million, outstanding regular loans— 50 million and CXX in- 
ventory— 30 million. As a result, the net quantity remaining in the FOR at the end 
of the 1983/84 crop year is estimated at 765 million bushels, down about 22 percent 
from a year earlier and more than 40 percent below expected levels under the previ- 
ously announced program. CCC inventory is expected to also decline marginally 
during the 1982/83 marketing year. With continued large wheat supplies, prices 
should not be materially different witor without PIK. 

Participation in the combined ARP/LDP/PIK program is estimated at about 70 
percent of the total wheat acreage base compared with 48.3 percent under the 1982 
acreage reduction program. It is estimated that about 60 percent of the participat- 
ing farms will utilize the PIK program. (See Appendix Table 1.) 

2, Corn and Sorghum: With the PIK program, total 1983 feed grain planted acre- 
age is expected to decline 10 million to 12 million acres as compared with the an- 
nounced program. The reduction in corn planted acres should be S million to 10 mil- 
lion acres, while sorghum plantings are projected to be down 1 million to 2 million 

Feed grain production in 1983 will likely decline about 10 percent from the level 
expected under the announced prt^am. With the lower production, carryover 
stocks of feed grains in 1983/84 could fall 12 million tons below carrying stocks, and 
16 million below projected carryover stocks for the announced pn^ram. FOR stocks 
would be drawn down as reserve grain would primarily be used as PIK. Farm prices 
of com under the PIK program may be slightly higher than with the announced 
program, mainly reflecting the drawdown in total stocks. 
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Participation in the 1983 com program is expected to reach 55-65jpercent of the 
corn base acreage, Hubatantially above the 1982 compliance rate of 29 percent. Ap- 
proximately half uf thoee who comply in 1983 will also participate in the PIK pro- 
gram. 

Approximately 65-75 percent of the sorghum base is expected to comply in the 
1983 sorghum pri^am. Compliance in the 1982 pn^ram was 47 percent. Approxi- 
mately 40-50 percent of those who comply in 1983 will also participat« in the PIK 
prt^ram. (See Appendix Tables 2 and 3.) 

3. Rice, Rice producers are estimated to enroll about the same amount of rice base 
under the PIK program as under the announced program. However, producer par- 
ticipation in the PIK program is forecast to result in further reductions of planted 
acres, production, and ending stocks. 

Total acreage planted to rice under the PIK program is forecast to decline by 0.5 
million acres from the 3.2 million forecast under the current program. This addi- 
tional reduction in acreage is estimated to reduce production by about 21 million 
hundredweight. As a result, ending stocks of rice are forecast to decline nearly 20 
million hundredweight from the level of 70.7 million hundredweight forecast under 
the current program. CCC inventory of rice is forecast to decline from 54.0 million 
hundredweight under current program to 20.0 million hundredweight under the 
PIK pn^ram. 

Under the PIK pn^ram, season average prices are forecast to increase about 14 
percent. Prices during the first five months of the year are forecast at about the 
support level, unchanged from estimates under the announced prt^ram. (See Ap- 
pendix Table 4.) 

4. Cotton: Total participation in the 1983 acreage reduction prc^am is expected to 
improve slightly from earlier estimates with the added incentive of a PIK. It is pro- 
jected that nearly three-fourths of those participating will opt for some level of PIK. 
Acreage planted for harvest is expected to drop 2.5-3.0 million acres compared to 
the announced program. Lower acreage is likely to improve average yields some- 
what, due to better quality land remaining in production and more concentrated 
management of that land. Thus. 1983 production is estimated to decline by approxi- 
mately 2.5 million bales, assuming average weather conditions. 

Due to the continuing large supply of cotton, market prices are not expected to be 
materially afiected during the first several months of the 1983/84 marketing year. 
Projections for domestic mill use under PIK are the same as for the announced pro- 
gram. However, exports are expected to increase slightly. A decline of approximate- 
ly 2.7 million bales in 1983/84 ending stocks is anticipated (See Appendix Table 5.) 

5. Farmer-Oivned Reserve IFORl. Under the PIK and with FX>R changes for the 
1983 crop, entries are projected to be 1609 million bushels for wheat compared to 40 
million bushels if 1982 FOR provisions were continued. For corn, entries are project- 
ed at 75 million bushels compared to 700 million under continued 1982 FOR provi- 
sions. Continuing the thrust of the FOR at 1982 program levels would have run 
counter to the objectives of the PIK to reduce stocks while cutting production, less- 
ening the stocks overhang on the market in future years and enhancing prospects 
for a market-led recovery in farm prices. The revisions in the FOR for the 1983 
crops of wheat, com, sorghum, barley and oats will continue the integrity of the re- 
serve program but lessen the incentive to utilize the FOR as an alternative market- 
ing source. 

B. Consumer Cost Impacts. 

The consumer impact, as related to the overall consumer price index, will be neg- 
ligible as the farm prices for the various commodities in the PIK program for the 
1983/84 marketing year are expected to be about the same as under the previously 
announced program. 

C. Other Significant Economic Impacts. 

Little or no change is expected m export volume for wheat, corn sorghum, and 
rice under the PIK program compared with the previously announced program. Ex- 
ports of cotton are expected to increase slightly. 

The impact of the PIK on input industries will be largely due to changes in a crop 
acreage, commodity prices, and net returns to farmers. Reduction in input will 
reduce farm production expenditures and therefore revenues to the farm input 
sector. Expenditures and therefore revenues to the farm input sector. Expenditures 
for major farm inputs are expected to decline about $1 billion in 1983 due to the 
PIK program, around a 3-4 percent decline. The estimated impacts for the various 
segments of the input industry are: 

Seed: Acreage reductions due to the PIK program are expected to decrease farm- 
ers' seed use by 15 percent for cotton, 10 percent for corn and rice, and 8 percent for 
wheat. Seed expenditures for other feedgrains should decline slightly. The PIK pro- 
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gram will reduce overall seed use about 4 to 6 percent from levels expected under 
previously announced programs. 

Fertilizer: The PIK prc^am will reduce fertilizer use on com Euid rice about 7 
percent, wheat about 6 percent, and cotton about 12 percent. These reductions will 
reduce total fertilizer use by about 4 to 7 percent. Fertilizer use was expected to 
decline 3 to 5 percent from 1982 levels under previously announced programs. 

Pesticides: The decline in pesticide use would range from 15 percent for cotton to 
no change for feed grains as a result of the PIK program. The affected crops account 
for about two-thirds of all pesticide use. Total pesticide use, therefore, is expected to 
be down 5 to 7 percent. 

Fuel: The decline in fuel and energy use as a result of the PEK pn^am would 
range from 13 percent for cotton to no change for feed grains. Crop uses account for 
about 75 percent of total farm energy use. Overall farm energy use, therefore, is 
likely to be down 3-4 percent as a result of the PIK prc^am. 

Farm Machinery: The PIK program is expected to have little overall effect on 
farm machinery purchases, which are already depressed. Since machinery pur- 
chases depend on available funds and farm income as well as on acreage planted, 
improvements in the farmers' cash ilow and possibly in net income, resulting from 
the PIK pri^am, could have a postive effect on machinery purchases — about ofbet- 
ting the negative effects from reduced planted acreage. 

Reduced production will also impact on other related industries such as ware- 
house operators, grain bin manufactures, cotton ginners, cottonseed crushers, textile 
manufacturers, etc. However, to lessen these possible short-term negative economic 
impacts, the overall amount of acreage that can be taken out of production in a 
county cannot exceed 50 percent of the acreage base. 

With the PIK program, the longer term economic outlook for the agricultural 
sector should improve as a result of bringing supplies more in line wiui demand. 
The reduction in stocks will provide a potential for price recovery when the generail 
economy improves. Improvement in the financial conditions of the farm sector will 
subsequently have a postive economic impact on associated agribusinesses. 

D. Other Significant Social Impacts. 

E. Distribution of Effects. 

Significant impacts of the PIK programs will be distributed among producers and 
farm imput suppliers. The majority of effects will accrue to producers and suppliers 
in states accounting for the greates production: 

1. Wheat: Idaho, Kansas, Minnesota, Montana, Nebraska, North Dakota, Oklaho- 
ma, South Dakota, Texas, and Washington account for 75 percent of production, 

2. Com and Sorghum; Seven states (Iowa, Illinois, Nebraska, Minnesota, Indiana, 
Ohio, and Wisconsin) produce about 66 percent of all U.S. com, four States (Texas. 
Kansas, Nebraska, and Missouri) produce over 85 percent of the sorghum, 

3. Rice: Produced primarily in Arkansas, California, Louisiana, Mississippi, Mis- 
souri, and Texas, 

4. Upland Oitton: Major producing States are Alabama, Arizona, Arkansas, Cali- 
fornia, Georgia, Louisiana, Mississippi, Missouri, New Mexico, North Carolina, Okla- 
homa, South Carolina, Tennessee, and Texas. 

F. Environmental Impact Evaluation. 

The 1983 PIK program determinationB will have no impact on the quaUty of the 
human environment. Therefore, neither an Environmental Asaesament nor an Envi- 
ronmental Impact Statement is needed. 

VII. REASON FOR BBLBCnON OP OPHONS 

The economic outlook for wheat, com, sorghum, rice and cotton continues to be 
one of large surpluses, depressed prices, and high government costs. Because of un- 
anticipated further increases in domestic and world supplies and further weakening 
of foreign demand for U.S. farm products; the acreage reductions provided uader 
previously announced programs, while significant, were deemed inadequate to re- 
solve the surplus problem within a reasonable period of time. Additional action was 
believed to be necessary to improve the supply and demand price relationshipe. 

The PIK and FOR options were elected because they afforded an opportuni^ to 
reduce production, reduce government-held stocks and inventories, and maintain 
market supplies. Commodity prices may not increase significantly in the near terni, 
though they should firm as storage payments permit greater marketing flexibili^ 
and Miyers realize that stocks are being reduced. Once stocks are reduced gignin- 
cantly through the PIK program, then substantial opportunitiee for price ii 
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In compliance withSecretar^e Memorandum No. 1512-1, review of the regula- 
tions contained in 7 CFR 713, for need, currency, clarity and effectiveness indicates 
changes are necessary and will be made accordingly. 



If the PIK program is to be effective in reducing production with respect to 1983 
crops in order to assiat in bringing supply in line with demand and at^ilizing the 
domestic market, the proeram must be implemented as soon as poesibie without op- 
portunitv for advance piibtic comment bo that producers and others can be made 
aware of their opportunity to participate in the program. However considerable dis- 
cussions have been held with farm and other organizations, and with Uie Congress, 
on the possible implementation of a PIK program. Views and recommendations pro- 
vided by those discussions were considered in developing the interim fmal nile. 
Public comments on the interim rule are invited and those received on or before 
February 11, 1983, will be considered and any appropriate changes in the program 
will be made before the final rule is issued. 

Approved: 

Everett Rank, Administrator, Agricultural Stabilization and Conservation Service, 
January 14, 1983. 

Stephen B. Dewhurst. Director, Oflice of Budget and Program Analysis, January 
17, 1983. 

William G. Leeher, Assistant Secretary for Economics, January 18, 1983. 

Alan T. Tracy, Acting Under Secretary, International Affairs and Commodity Pro- 
grams, January 19, 19^. 

APPENDIX TABLE l.-WHEAT: ACREAGE, YIELD, SUPPLY, UTIUZATBH AND PRICE ESTIMATES 
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APPENDIX TABLE 1,— WHEAT; ACREAGE, YIELD. SUPPLV, UTIUZATION AND PRICE ESTIMATES- 

Continued 



Uw/FM oitiy prices 3,20-3.50 3.55-1.00 3.65-4.M 3.5H.M 3.65-3.fiS 



KS inctme {mliOflS): 
Farm value of praductiM*- 
PmJuixf paynNnb* 



Net producH letums (miftwl:* «JJ6 3,85« ),673 3,8H 

■ torn bn«i pvtidpaljni Urns k > ptratt ol UW icfuji bn. 

•MMb wUk pnHudionV «». (ini--lG5.N^ ]U?-IU.19: 19S3— IM.35] Cmoeivalion uh aerate veriM osls- 

■ Equls farm mM oI preducdon plus praducti pipwb lis pnduclnn cuts. 

APPENDIX TABU J.-CORNr SUMMARY OF PROJEdEO SUPPLIES AND UIIlimiON 



mnt/natinnal pragran inc 
















„._ ;?.B 



Progiam yield (busAeb per sc 



Utibation (mlkm bushels) 



[mine siDcks (mUllan bushefe): 

Faimer-oiMied reserve 

CCCinwnloiT 
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APPENDIX TABLE 2.-C0RN: SUMMARY OF PROJECTED SUPPUES AND UTIUZATION-Continued 



Farm value ol pttdictiM '.. 



Projuction costs (milkm dollars) ' 

Net producer Tetums (mHInn iMars) ■ 



18,646 


22.211 


20,063 


21,7SS 


12.343 


i7.m 


1Z,345 


11,015 








10,773 



AIWNDIX TABLE S.—SORGHUM: SUMMARY OF PROJECTED SUPPLIES AND UTILIZATION 



Alldrnent/riational (ngrani acrt: 













Harvested 


M6.0) 
13.a 



$Wty (rnilion bushels): 



Utll^atun (mllion busMs): 



Ptns (dollars per busM): 













292 
826 


447 
750 


292 
826 


457 
685 




1,11S 


1.197 


1,118 


1,142 


too 

11 


4H 

n 


390 
11 


39S 
11 


411 
260 


111 

260 


401 
260 


406 

260 



2.M 2.42-2.75 
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APPENDIX TABLE 3.-S0RGHUM: SUMMARY OF PROJECTED SUPPLIES AND UTILIZATION— Continued 



Met groducer returns (mikn lUbn) '. 



' iKlulB ilelicltKr, diwu», ifaslef, 91M ixoduoi H«9te 



(198;— SI8I9. 1983-18001) tiiemiW 



APPENDIX TABLE 4.— RICE: SUMMARY OF PROJECTED SUPPLY AND UTIUZATBN 



Acieage (tlnusand x 

Planted 

Harvested 



Ptogram )mU (pounds pet ac 



Ueiizatim (mlUnn luidreitati^): 



nices (dollai per 
Target pf ice. 

Diversion pai 



DeficieiKy paymnt ratt.„.. 



m 

1H.2 

.4 


K.2 

IMS 

.4 


48.9 
154.2 


U.9 

132.0 


Z03,5 


!1S.2 


m-i 


19S.3 


44.0 
13'9 


45.9 


44.0 
3,7 
13.9 


45,9 
4.0 
15.2 


K3 
69,0 
10.0 


m 


Gl.G 
69.1) 
!0.0 


fi5,t 
69.0 
10.0 
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APPENDIX TABLE 4.— RICE: SUMMARY OF PROJECTED SUPPLY AND UTILIZATION— Continued 



19.6 27.0+U 



APPENDIX TABLE 5.— UPLAND COTTON: SUMMARY OF PROJECTED SUPPLY AND UTILIZATION 



Acreue (million xns): 



Yjekl/hwnied xn (pounds pa acre).... 





7.9 

la 


E.6 
12.0 




m 


IDO 




18.6 


7(1.4 


11.6 


17.S 


S.4 

S.4 


56 
6.3 


5.4 
5.4 


S.G 
6,5 



Pricis (ceflK pH pound): ' 
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APPENDIX TABLE 5.-UPLAN0 COnON; SUMMARY OF PROJECTED SUPPLY AND UTIUZATION- 

Contlnued 



es Income (million Mbis): 
fjrm wItK of protluctton*. 
Prolucei paymoiti 



Ntt (HOducH returns (milliMi <Mvs) 

'USD* B BiMIM iKn pMsIn! coTkn grid pniKtiins. 
> IndKlB sttmUd valiiei toi cotuuMd and PIK 
'Varobto ixl cow crap cost; oMy. 



Fact Sheet— Pa vment-In- Kind (PIK) 



In the past two years, U.S. and world grain production has reached record levels. 
Weather also contributed to a sharp jump in world production of oilseeds in 1982, 
and large cotton crops in foreign countries. At the same time, the sources of 
strength in the demand for U.S. agricultural products have been eroded by a variety 
of factors: weak economic conditions in the U.S. and throughout the rest of the 
world, financial instabihty in a number of countries, the strong U.S. dollar, losses 
related to the Soviet embargo, continued East-West tensions, unfair trade practices 
by some of our export competitors, and restrictive marliet actions by some foreign 

Rising world production in the face of weakened demand haa led to a sharp accu- 
mulation in world stocks. By the end of 1982/83. world grain stocks will likely reach 
a record 260 million tons, nearly double the level of two year ago. This would be 
equal to two months' supply of grain, the highest global stocks-to-use ratio in more 
than a decade — and nearly 60 percent of the stocks are in the U.S. 

U.S, stocks of nearly all major commodities have increased dramatically. By the 
end of the current 1982/83 crop year, compared with two years earlier, our ending 
stocks of rice and feed grains will have tripled. The farmer-owned reserve for com 
will have increased twelve-fold approaching 2.5 billion bushels. The wheat reserve 
will have more than doubled and reached nearly 1 billion bushels. Cotton stocks will 
be nearly three times larger than two years beiore. 



The PIK program is a land diversion pri^ram designed to bring supplies more in 
line with clemand. The Government o^ers farmers an amount of commodity for 
reducing acreage by a larger amount than called for under previously announced 
programs. 

Total harvested acreage for the five crops is expected to be reduced by 23 million 
acres relative to previously announced program. Total wheat, com and sorghum 
production will be reduced by over 1 billion busbela (10 percent) with cotton produc- 
tion reduced by 2.5 million bales (20 percent) and rice production by 21 million cwt. 
(15 percent). 

Total ending stocks of wheat, corn and sorghum for 1983/84 are expected to be 
reduced by over 1 billion bushels from !eve^ expected under the previously an- 
nouncied 1983/84 programs and around 600 million bushels below 1982/83 levels. 
Upland cotton stocks will be reduced by 2.7 million bales relative to earlier expecta- 
tions for 1983/84 with rice stocks dropping by about 20 million cwt. The PIK pro- 
gram is self- terminating when excesaive stocks are reduced. 

Although production will be reduced, total supplies of grains and cotton will be 
ample to meet both foreign and domestic needs and ensure our role as a reliable 
supplier. 

Sound conservation practices would be applied to 23 million acres more land than 
under previously announced 1983 programs. 

Farmers can expect to receive the same or greater net returns while the stock 
adiustments are occurring. Commodity prices may not increase significantly in the 
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near term, though they should firm as storage payments permit greater marketing 
flexibility and buyers realize that stocks are being reduced. Once stocks are reduced 
significantly through the PIK program, then substantial opportunities for price in- 
creases will exist. 

The impact of the PIK program on input industries will be largely due to net re- 
turns to farmers and changes in crop acreages. Reduced acreages will likely reduce 
total input use slightly in 1983 but improved returns in 1983-84 will tend to in- 
crease input use. Expenditures for m^or farm inputs may decline only about 3-4 
percent relative to estimates before the PIK program. 

Commodity Credit Corporation (CCC) outlays, which totaled around $12 billion in 
FY 1982, are expected to be reduced by over J3 billion during FY 1983-84 relative to 
previously announced programs. 

IMPAa OF PAYMENT-IN-KIND PROGRAM 



AoMge lufvesled (mdlion acres) 






Com: 








Grain mffim: 








Upland conon; 






Rkx: 


Picducliw (mikn Imndrtrtwight) 
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